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INTRODUCTION 


BY 


THE Ricut Hon. Sir JOHN LUBBOCK, Bart, M.P,, 
F.R.S, D.C.L, LLD., 


IN the year 1886 I gave an address on ‘Books and Reading’ at the 
Working Men’s €ollege, which in the following year was printed as one 
of the chapters in my ‘ Pleasures of Life.’ 

In it I mentioned about one hundrednames, and the list has been 
frequently referred to since as my list of ‘the hundied best books.’ That, 
however, 1s not quite a correct statement. If I were really to make a list 
of what are in my judgment the hundred grcatest books, 1t would contain 
several— Newton’s ‘ Principia,’ for instance—which I did not include, and 
it would exclude seveial—the ‘ Koran,’ for instance—which I inserted in 
deference to the judgment of others. Again, I eacluded living authors, 
from some of whom—Ruskin and Tennyson, Huxley and Tyndall, for 
instance, to mention no others—I have myself derived the keenest enjoy- 
ment ; and espccially I expressly stated that I did not select the books 
on my own authority, but as being those most frequently mentioned with 
approval by those writers who have referred directly or indirectly to the 
pleasure of reading, rather than as suggestions of my own. 

I have no doubt that on reading the list, many names of books which 
might well be added would occur to almost anyone. Indeed, various 
criticisms on the list have appeared, and many books have been mentioned 
which it 1s said ought to have been included. On the other hand, no 
corresponding omissions have been suggested. I have referred to several 
of the criticisms, and find that, while 300 or 400 names have been proposed 
for addition, only falf a dozen are suggested for omission. Moreover, it is 
remarkable that not a single book appears in all the lists, or even in half 
of them, and only about half a dozen in more than one. 

But while, perhaps, no two peisons would entirely concur as to all the 
books to be included in such a list, I believe no one would deny that those 
suggested are not only good, but among the best. 

Iam, however, ready, and indeed glad, to consider any suggestions, 
and very willing to make any changes whigh can be shown to be improve- 
ments. I have, indeed, made two changes in the list as it originally 
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appeared, having inserted Kalidasa’s ‘Sakoontala, or The Ring,’ and 
Schiller’s ‘William Tell’; omitting Lucretius, which is perhaps rather 
too difficult, and Miss Austen, as English novelists were somewhat over- 
represented. 

Another objection made has been that the books mentioned are known 
to everyone, at any rate by name; that they are as household ‘words. 
Everyone, it has been said, knows about Herodotus and Homer, 
Shakespeare and Milton. There is, no doubt, some truth in this. But 
even Lord Iddesleigh, as Mr. Lang has pointed out in his ° Life, had 
never read Marcus Aurelius, and I may add that he afterwards thanked 
me warmly for having suggested the ‘ Meditations’ to him.* If, then, 
even Lord Iddesleigh, ‘ probably one of the last of English statesmen who 
knew the literature of Greege and Rome widely and well,’ had not read 
Marcus Aurelius, we may well suppose that others also may be in the same 
position. It is also a curious commentary on what was no doubt an 
unusually wide knowledge of classical literature that Khir. Lang should 
ascribe—and probably quite correctly—Lord Iddesleigh’s never having 
had his attention called to one gf the most beautiful and improving books 
in classical, or indeed in any other literature, to the fact that the emperor 
wrote in ‘crabbed and corrupt Gieck.’ 

Again, a popular write: in a recent work has observed that ‘ why any- 
one should select the best hundred, more than the best eleven, or the best 
thirty books, it1s hard to conjecture.’ But this remark entirely misses the 
point. Eleven books, or even thirty, would be very few ; but no doubt I 
might just as well have given go, or 110. Indeed, if our anthmetical 
notation had been duodecimal instead of decimal, I should no doubt have 
made up the number to 120. I only chose 100 as being a round number. 

Another objection has been that everyone should be left to choose for 
himself. And so he must. No list can be more than a suggestion. But 
a great literary authority can hardly perhaps realize the difficulty of selec- 
tion. An ordinary person turned into a library and sarcastically told to 
choose for himself, has to do so almost at haphazard. He may perhaps 
light upon a book with an attractive title, and after wasting on it much 
valuable time and patience, find that, instead of either plggsure or profit, 
he has weakened, or perhaps lost, his love of reading. 

Messrs. George Routledge and Sons have conceived the idea of pub- 
lishing the books contained in my list in a handy and chgap form, selecting 
themselves the editions which they prefer ; and | believe that in doing so 
they will confer a benefit on many who have not funds or space to collect 
a large library. 


JOHN LUBBOCK, 
HIGH ELMS, 


Down, KENT, 
30 March, 1891. 


* I have since had many other letters to the same effect, 


PREFACE. 


THE appearance of a treatise like the present, on a subject on which so 
many works of enerit already exist, may be thought to require some 
explanation. 

It might perhaps be sufficient to say, that no existing treatise on 
Political Economy contains the latest improvements which have been 
made in the theory of the subject. Many new ideas, and new applica- 
tions of ideas, have been elicited by the discussiuns of the last few years, 
especially those on Currency, on Foreign Trade, and on the important 
topics connected more or less intimately with Colonization. and there 
seems reason that the field of Political Economy should be re-surveyed in 
its whole extent, if only for the purpose of incorporating the results of 
these speculations, and binging them into harmony with the principles 
previously laid down by the best thinkers on the subject. 

To supply, however, these deficiencies in former treatises bearing a 
similar title, is not the sole, or even the principal obyect which the Author 
has in view. The design of the book 1s different from that of any treatise 
on Political Economy which has been produced in England since the 
work of Adam Smith. 

The most characteristic quality of that work, and the one in which it 
most differs fi6th some othcis which have equalled or even surpassed it 
Aas mere expositions of the general principles of the subject, 1s that 1t 
invariably associates the principles with their applications. Thus of itself 
implies a much wider range of ideas and of topics, than are included in 
political economy, considered as a branch of abstract speculation. For 
practical purposes, political economy 1s inseparably intertwmed with 
many other branches of social philosophy. Except on matters of mere 
detail, there aie perhaps no practical questions, even among those which 
approach nearest to the character of purely economical questions, which 
admit of being decided on economical premises alone. And it is because 
Adam Smith never loses sight of this truth ; because in his applicaticns 
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of Political Economy he perpetually appeals to ethef and often far larger 
considerations than pure Political Economy affords—that he gives that 
well-grounded feeling of command over the principles of the subject for 
purpeses of practice, owing to which the ‘Wealth of Nations,’ alone 
among treatises on Political Economy, has not only been popukar with 
general readers, but has impressed itself strongly on the minds of men of 
the world and of legislators. a 

It appears to the present writer, that a work simular in its object and 
general conception to that of Adam Smith, but adapted to the more 
extended knowledge and improved ideas of the present age, is the kind 
of contribution which Political Economy at present 1equires. The 
‘Wealth of Nations’ is in many parts obsolete, and in all imperfect. 
Political Economy, properly so called, has grown up almost fiom infancy 
since the time of Adam Smith: and the philosophy of society, from 
which practically that eminent thinker never separated Mis more peculiar 
theme, though still in a very early stage of its progress, has advanced 
many steps beyond the point st which he left it. No attempt, however, 
has yet been made to combine his practical mode of treating Ins subject 
with the increased knowledge since acquired of its theory, or to exhibit 
the economical phenomena of society in the relation in which they stand 
to the best social ideas of the present time, as he did, with such admirable 
success, in reference to the philosophy of his country. 

Such 1s the idea which the writer of the present work has kept before 
him. To succeed even partially in realizing it would be a sufficiently 
useful achievement to induce him to incur willingly all the chances of 
failure. It is requisite, however, to add, that although his object is 
practical, and, as far as the nature of the subject admits, popular, he has 
not attempted to purchase either of those advantages by the sacrifice of 
strict scientific reasoning. Though he desires that his treatise should 
be more than a mere exposition of the abstract doctrines of Political 
Economy, he is also desirous that such an exposition should be found 
in it. 
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PRINCIPLES OF POLITICAL ECONOMY. 


e PRELIMINARY REMARKS. 


IN every depaitment of human affais, Practice long precedes Science: 
systematic enquiry into the modes of actiorof the powcis of nature, 1s the 
tardy product of a long course of effoits to use those powers for practical 
ends. The conception, accordingly, of Political Economy as a branch of 
science, isextremely modein ; but the subject with which its enquizies are 
conversant has 1n all ages necessarily constituted one of the chief practical 
interests of mankind, and, in some, a most unduly engrossing one. 

That subject 1s Wealth. Writers on Political Economy profess to 
teach, or to investizate, the natuie of Wealth, and the laws of its produc- 
tion and distiibution : including, duectly or remotely, the operation of all 
the causes by which the condition of mankind, or of any society of human 
beings, in 1espect of this universal object of human desie, 1s made 
plosperous or the reverse. Not that any treatise on Political Economy 
can discuss or even enumeiate all these causes ; but 1t undertakes to set 
forth as much as is known of the laws and principles according to which 
they operate. 

Eve1y one has a notion, sufficiently co1lect for common purposes, 
of what 1s meant by wealth. The enquiries which relate to it are in no 
danger of being confounded with those 1elating to any other of the great 
human interests. All know that it 1s one thing to be nch, another thing 
to be enhghtened, biave, or humane ; that the question how a nation is 
made wealthy, and how it 1s made fiee, or virtuous, or eminent in 
literature, in the fine aits, in arms, or in polity, are totally distinct en- 
quiries Those j)ings, indecd, are all induectly connected, and re-act 
upon one another. A people has sometimes become fiee, because it had 
first grown wealthy ; or wealthy, because it had first become fiee. ‘The 
creed and lawe of a people act powerfully upon their economical con- 
dition ; and this ayain, by its influence on their mental devclopment and 
social relations, re-acts upon their creed and laws But though the subjects 
are in very close contact, they are essentially different, and have never 
been supposed to be otherwise. 

It 1s no part of the design of this treatise to aim at metaphysical nicety 
of definition, where the ideas sugyested by % tc1m are already as determin- 
ate as piactical purposes requug. But, little as it myght be expected 
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that any mischievous confusion of ideas could také place on a subject so 
simple as the question, what is to be considered as wealth, it 1s matter of 
history that such confusion of ideas has existed—that theorists and 

ractical politicians have been equally, and at/one period universally, 
infected by it, and that for many generations it gave a thoroughly false 
direction to the policy of Europe. I refer to the set of doctrines 
designated, since the tme of Adam Smith, by the appellation of the 
Mercantile System. 

While this system prevailed, it was assumed, either expressly or tacitly, 
in the whole policy of nations, that wealth consisted solely of money ; or 
of the precious metals, which, when not already in the state of money, 
are capable of being directly converted mto it. According to the 
doctrines then prevalent, whatever tended to heap up money or bullion in 
a country added to its wealth. Whatever sent the precious mctals out of 
a country impoverished it. If a country possessed no gold or silver 
mines, the only industry by which it could be enriched was foreign trade, 
being the only one which could bring in money. Any branch of trade 
which was supposed to send out more money thin it biought in, 
however ample and valuable might be the returns in another shape, was 
looked upon as a losing trade. Evxportation of goods was favoured and 
encouraged (even by means extremely onerous to the real resources of the 
country), because, the exported goods being stipulated to be paid for in 
money, it was hoped that the returns would actually be made in gold and 
silver. Importation of anything, other than the precious metals, was 
regarded asa loss to the nation of the whole price of the things imported ; 
unless they were brought 1n to be re-exported at a profit, or unless, being 
the materials or instruments of some industry practised in the country 
itself, they gave the power of producing exportable articles at smaller 
cost, and thereby effecting a larger exportation. The commerce of the 
world was looked upon as a struggle among nations, which could draw to 
itself the largest share of the gold and silver in existence ; and in this 
competition no nation could gain anything, except by making others 
lose as much, or, at the least, preventing them from gaining It. 

It often happens that the universal belief of one age of mankind 
—-a belief from which no one was, nor, without an extraordinary effort of 
genius and courage, cou/d at that time be free —becomes to a subsequent 
age so palpable an absurdity, that the only difficulty then 1s to :mayine 
how such a thing can ever have appeared ciedible. It has so happened 
with the doctrine that money 1s synonymous with wealth. ‘Phe conceit 
seems too preposterous to be thought of as a serious opinion. It looks 
like one of the crude fancies of childhood, instantly corrected by a word 
from any grown person. Jut Iet no one feel confident that he should have 
escaped the delusion if he had lived at the tune when it prevailed. All the 
associations engendered by common life, and by the ordinary couse of 
business, concuired in favouring it. So lony as those associations were 
the only medium through which the subject was looked at, what we now 
think so gross an absurdity must have scemed a truism. Once questioned, 
indeed, it was doomed ; but no one was hkely to think of questioning it 
whose mind had not become familiar with certain modes of stating and of 
contemplating economical phenomena, which have only found their way 
into the general understanding through the influence of Adam Smith and 
of his expositors. 

In common discourse, wealth is always expressed in money. If 
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you ask how rich a person is, you are answered that he has so many 
thousand pounds. All irftome and expenditure, all gains and losses, 
everything by which one becomes richer or poorer, are reckoned as 
the coming in or going put of so much money. It is true that in the in- 
ventory of a person’s fortune are included, not only the money in 
his actual possession, or due to him, but all other articles of value. 
These, however, enter, not in their own character, but in virtue of 
the sums of money which they would sell for; and if they would sell for 
less, their owner 1s reputed less rich, although the things themselves are 
precisely the same. It 1s true, also, that people do not grow rich by 
keeping their money unused, and that they must be willing to spend in 
order to gain. Those who enrich themselves by commerce, do so 
by giving money for goods as well as goods for money ; and the first is as 
necessary a part of the process as the last. But he who buys goods 
for purposes of gain, does so to sell them again for money, and in 
the expectation of receiving more money than he laid out : to get money, 
therefore, scems even to the person himself the ultimate end of the 
whole. It often happens that he 1s not paid in money, but in something 
else ; having bought goods to a value equivalent, which are set off 
against those he sold. But he accepted these at a money valuaticn, and 
in the belief that they would bring in more money eventually than the 
piice at which they were made over to him. A dealer doing a large 
amount of business, and turning over his capital rapidly, has but a small 
poition of it in ready money at any one time. But he only feels it 
valuable to him as it 1s convertible into money ; he considers no trans- 
action closed until the net result 1s either paid or credited in money : 
when he retires from business it 1s into money that he converts the whole, 
and not until then does he deem himself to have reahzed his gains: just 
as if money were the only wealth, and money’s worth were only the means 
of attaining it. If you now ask for what end money ts desirable, unless 
to supply the wants or pleasutes of yourself or others, the champion of the 
system would not be at all embarrassed by the question. True, he would 
say, these are the uses of wealth, and very laudable uses while confined 
to domestic commodities, because in that case, by exactly the amount 
which you expend, you enrich others of your countrymen. Spend your 
wealth, if you please, in whatever indulgences you have a taste for; but 
your wealth is not the indulgences, it 1s the sum of money, or the annual 
money income, with which you purchase them. 

While there were so many things to render the assumption which is the 
basis of the mercantile system plausible, there is also some small foundation 
In 1cason, though a very insufficient one, for the distinction which that 
system so emphatically draws between money and every other kind 
of valuable possession. We teally, and justly, look upon a person as 
possessing the adWantages of wealth, not in proportion to the useful and 
agreeable things of which he ts in the actual enjoyment, but to his command 
over the geneigl funds of things useful and agreeable ; the power he 
possesses of providing for any exigency, or obtaining any object of 
desire. Now, money 1s itself that power ; while all other things, in a 
civilized state, seem to confer it only by their capacity of being exchanged 
for money. To possess any other article of wealth, is to possess that 
particular thing, and nothing else: if you wish for another thing instead 
of it, you have first to sell it, or to submit the inconvenience and delay 
(if not the impossibility) of finding some one who has what you want, and 
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is willing to barter it for what you have. @But'with money you are 
at once able to buy whatever things are for sale : and he whose fortune is 
in money, or in things 1apidly convertible into it, seems both to himselfana 
others to possess not anyone thing, but all the thing which the money places 
it at his option to purchase. The greatest part of the utility of wealth, 
beyond a very modeiate quantity, 1s not the indulgences it procures, but 
the reserved power which its possessor holds in hrs hands of attaining 
purposes generally . and this power no other hind of wealth confers so im- 
mediately or so certainly as money. Ié1s the only form of wealth which 
is not merely applicable to some one use, but can be turned at once 
to any use. And this distinction was the more hkely to make an 
impression upon govcrnments, as it 15 one of considerable importance to 
them <A civilized government derives comparatively little advantage 
from taxes unless it can collect them in money’ and if it has large or 
sudden payments to make, especially payments in forcign counties for 
wars or subsidies, either for the sake of conqueiing or of not being 
conquered (the two chief objects of national policy until a late period), 
scarcely any medium of payment except moncy will seive the purpose. 
All these causes conspiie to male both individuals and governments, in 
estimating their means, attach almost exclusive importance to money, 
either 77 ¢s se or 271 fosse, and lopk upon all other things(when viewed as part 
of their resources) scarcely otherwise than as the emote medium of obtain- 
ing that which alone, when obtained, affords the indefinite, and at the 
same time instantaneous, command over objects of desire, which best 
answers to the idea of wealth. 

An absurdity, however, does not cease to be an absurdity when we 
have discovered what were the appearances which made it plausible ; and 
the Mercantile Theory could not fail to be seen in its true character when 
men began, even in an imperfect manner, to explore into the foundations 
of things, and seck thei premises from elementary facts, and not from 
the forms and phrases of common discourse So soon as they asked 
themselves what is really meant by moncy—what it 15 1n its essential 
characters, and the precise nature of the functions it performs - they re- 
flected that money, hke other things, 1s only a desirable possession on 
account of its uses ; and that these, instead of being, as they delusively 
appear, indefinite, are of a strictly defined and hmited desciiption, namely, 
to facilitate the distribution of the produce of industry according to 
the convenience of those among whom it 1s shared. Further considera- 
tion showed that the uses of money are in no respect promoted by im- 
creasing the quantity which exists and circulates in a country ; the service 
which it performs being as well rendered by a small as by a large aggre- 
gate amount. Two million quarters of coin will not feed so many persons 
as four millions ; but two millions of pounds sterling wil} garry on as much 
traffic, will buy and sell as many commodities as four millions, though at 
lower nominal prices. Money, as money, satisfies no want, answers no 
purpose ;: its worth to anyone, consists in 1ts being a convenient shape in 
which to receive his incomingsof all sorts, which mcomings he afte: wards, at 
the times which suit him best, converts into the forms in which they can 
be useful to him. The difference between a country with money, and a 
country altogether without it, would be only one of convenience ; a saving 
of time and trouble, like grinding by water instead of by hand, or (to use 
Adam Smith’s illustration) lif the benefit derived fiom roads ; and to 
mistake money for wealth, is the same sort of e1ror as to mistake the 
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highway which may bé theseasiest way of getting to your house or lands, 
for the house and lands themselves. 

Money, being the ss pleaatah of an important public and private pur- 

ose, 1s rightly regarded! as wealth ; but everything else which serves any 
eee purpose, and which nature docs not affoid gratuitously, 1s wealth 
also. To be wealthy is to have a laige stock of useful articles, or the 
means of purchasing them. Everything forms therefore a part of wealth, 
which has a power of puichasing ; for which anything useful or agrecable 
would be given in exchange. ‘Lhisgs for which nothing could be obtained 
in exchange, however useful or necessary they may be, are not wealth in 
the sense in which the term 1s used in Political Economy. Ajtr, for 
example, though the most absolute of necessaries, bears no price in the 
market, because it can be obtained gratuitously : to accumulate a stock 
of it would yield no profit or advantage to any one ; and the laws of its 
pioduction and distiibution are the subject of avery different study fiom 
Yolitical Economy. But though air is not wealth, mankind are much 
richer by obtaining it gratis, since the time and labour which would other- 
wise be required dor supplying the most pressing of all wants, can be 
devoted to other purposes. It 1s possible to imagine circumstances in 
which air would be a part of wealth If it became customary to sojourn 
long in places where the air does not natuwally penctrate, as in diving- 
bells sunk in the sea, a supply of air artificially furnished would, like 
water conveyed into houses, bear a price: and if from any revolution in 
nature the atmosphere became too scanty for the consumption, or could 
be monopolized, air might acquire a very high marketable value. Insuch 
a case, the posscssion of it, beyond his own wants, would be, to its owner, 
wealth ; and the general wealth of mankind might at filst sight appear 
to be incieased, by what would be so gieat a calamity to them. But this 
would be an eciror ; for however rich the possessor of air might become, 
at the expense of the rest of the community, all persons else would be 
poorer by all that they wete compclica to pay for what they had befoie 
obtained without payment. 

This leads to an important distinction in the meaning of the word 
wealth, as applied to the possessions of an individual, and to those of a 
nation, or of mankind. In the wealth of mankind, nothing 1s included 
Which does not of itself answer some purpose of utility or pleasure. To 
an individual, anything 1s wealth, which, though useless im_ itself, 
enables him to claim fiom others a part of their stock of things useful or 
pleasant. Take, for instance, a moitgage of a thousand pounds on a 
landed estate This 1s wealth to the person to whom it bimgs in a 
revenue, and who could perhaps sell it in the market for the full amount 
of the debt But it 1s not wealth to the country ; if the engagement wee 
annulled, the cougtyy would be neither poorer nor rmcher. The mortgagee 
would have lost a thousand pounds, and the owner of the land would have 
gained it. Speaking nationally, the mortgage was not itself wealth, but 
merely gave .\ wclaim toa portion of the wealth of B. It was wealth to 
A, and wealth which he could transfer toa thud person; but what he so 
transferred was in fact a joint ownership, to the extent of a thousand 
pounds, in the land of which b was nominally the sole proprietor. The 
yosition of fundholdeis, or owners of the public debt of a country, 1s 
~umilar. They ae moitgagees on the general wealth of the country. 
The cancelling of the debt would be no destfuction of wealth, but a trans- 
fer of it: a wrongful abstraction of wealth fiom certain members of the 
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community, for the profit of the government, orgof the tax-payers. Funded 

roperty therefore cannot be counted as part of the national wealth. This 
is not always borne in mind by the dealers in statistical calculations. For 
example, in estimates of the gross income of thetcountry, founded on the 
proceeds of the income tax, incomes derived from the funds are not 
always excluded : although the tax-paycis are assessed on their whole 
nominal income, without being permitted to deduct fiom it the portion 
levied from them in taxation to form the income of the fundholder. In 
this calculation, therefore, one poitig¢n of the general income of the 
country 1s counted twice over, and the aggregate amount made to appear 
greater than it is by about thirty millions. A country, however, may 
include in its wealth all stock held by its citizens in the funds of foreign 
countries, and other debts due to them from abioad But even this is 
only wealth to then, by being a part ownership in wealth held by others. 
It forms no part of the collective wealth of the human race. It 1s an 
element in the distribution, but not in the composition, of the gencral 
wealth. 

It has been proposed to define wealth as signifying ‘instruments’: 
meaning not tools and machinery alone, but the whole accumulation pos- 
sessed by individuals or communities, of means for the attainment of their 
ends Thus, a field 1s an instrument, because it 1s a means to the attain- 
ment ofcorn. Corn is an instrument, being a means to the attainment of 
flour. Flour is an instrument, being a means to the attainment of bread. 
Bread is an instrument, as a means to thc satisfaction of hunyer and to 
the support of life. Here we at last arrive at things which are not instiu- 
ments, being desired on their own account, and not as mere means to 
something beyond. This view of the subject 1s philosophically correct ; 
or rather, this mode of eapression may be usefully employed along with 
others, not as conveying a different view of the subject from the common 
one, but as giving more distinctness and reality to the common view It 
departs, however, too widely from the custom of language, to be hhely to 
obtain general acceptation or to be of use for any other puipose than 
that of occasional illustration. 

Wealth, then, may be defined, all useful or agreeable things which 
possess exchangeable valuc; or, in othe: words, all useful or agreeable 
things except those which can be obtained, in the quantity desned, with- 
out labour or sacrifice. To this definition, the only objection seems to be, 
that it leaves in uncertainty a question which has been much debated— 
whether what are called immatenal products are to be considered as 
wealth ; whether, for example, the skill of a workman, 01 any other natural 
or acquired power of lody or mind, shall be called wealth, or not a 
question, not of very great importance, and which, so far as requiring dis- 
cussion, will be more convenicntly considered in another place.* 

These things having been premised respecting wealth, we shall next 
turn our attention to the extraordinary differences in respect to it, which 
exist between nation and nation, and between difierent ages of the world; 
differences both in the quantity of wealth, and in the kind of it ; as well 
as in the manner in which the wealth caisting in the community is shared 
among its members. 

There is, perhaps, no people or community, now existing, which subsists 
entirely on the spontancous produce of vegetation. But many tubes stil] 

@ 
* Infra, book & chap. iii, 
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live exclusively, or alnfost exclusively, on wild animals, the produce .of 
hunting or fishing. Their clothing 1s skins ; their habitations, huts rudely 
formed of logs or bougps of trees, and abandoned at an hour's notice. 
The food they use being little susceptible of storing up, they have no 
accumulation of it, and are often exposed to great privations. The wealth 
of such a community consists solely of the skins they wear; a few orna- 
ments, the taste for which exists in most savage states ; some rude 
utensils ; the weapons with which they kill their game, or fight with 
hostile competitois for the meang of subsistence ; canoes for crossing 
rivers and lakes, or fishing in the sea; and perhaps some furs or other 
productions of the wildeiness, collected to be exchanged with civilzed 
people for blankets, biandy, and tobacco; of which foreign produce also 
there may be some unconsumed portion in store To this scanty in- 
ventory of material wealth, ought to be added their land ; an instrument 
of production of which they make slender use, compared with more 
settled communities, but which 1s still the source of their subsistence, and 
which has a marketable value if there be any agricultural community in 
the neighbourhood requiring more land than it possesses. This is the 
state of greatest poverty in which any entire community of human beings 
is known to exist * although there are much richer communities in which 
portions of the inhabitants arc in a conditiog, as to subsistence and com- 
fort, probably as httle enviable as that of the savage. 

The first great advance beyond this state consists in the domestication 
of the more useful animals ; giving rise to the pastoral or nomad state, in 
which mankind do not live on the produce of hunting, but on milk and 
its products, and on the annual increase of flocks and herds. This con- 
dition 1s not only more desirable in itself, but more conducive to further 
progress ; and a much more considerable amount of wealth is accumu- 
Jated under it. So long as the vast natural pastures of the earth are not 
yet so fully occupied as to be consumed more rapidly than they are 
spontancously reproduced, a large and constantly increasing stock of sub- 
sistence may be collected and preserved, with little other labour than that 
of guarding the cattle from the attacks of wild beasts, and from the force 
or wiles of predatory men. J.arge flocks and herds, therefore, are in time 
possessed, by active and thrifty individuals through their own exertions, 
and by the heads of families and tribes through the exertions of those 
who are connected with them by allegiance. There thus arises, in the 
shepherd state, inequality of possessions ; a thing which scarcely exists 
in the savage state, where no one has much more than absolute neces- 
saiies, and in case of deficiency must share even those with his tribe. In 
the nomad state, some have an abundance of cattle, sufficient for the 
food of a multitude, while others have not contrived to appropriate and 
retain any superfkyty, or perhaps any cattle at all. But subsistence has 
ceased to be precarious, since the more successful have no other use 
which they can make of their surplus than to feed the less fortunate, 
while every incfase in the number of persons connected with them is an 
increase both of security and power ° and thus they are enabled to divest 
themselves of all labour except that of government and superintendence, 
and acquire dependents to fight for them in war and to serve them 1n peace, 
Onc of the features of this state of society 1s, that a part of the community, 
and in some degree even the whole of it, possess leisure. Only a portion 
of time is required for procuring food, and tfe remainder is not engrossed 
by anxious thought for the morragy, or necessary repose from muscular 
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activity. Such a hfe is highly favomable tq the' growth cf new wants, , 
and opens a possibility of their gratification. A desire arises for better 
clothing, utensils, and implements, than the savage state contents itself 
with ; and the surplus food renders it practicable to devote to these pur- 
poses the exertions of a part of the tribe. In all or most nomad com- 
munities we find domestic manufactures of a coarse, and in some of a fine 
kind. There 1s ample evidence that while those puits of the world which 
have been the cradle of modern civilization were still generally in the 
nomad state, considerable skill had cen attained in spinning, weaving, 
and dyeing woollen garments, in the preparation of leather, and in what 
appears a stil] more difficult invention, that of working in metals. Even 
speculative science took its first beginnings from the leisure characteristic 
of this stage of social progress. The earliest astronomical observations 
are attributed, by a tradition which has much appeaiance of truth, to the 
shepherds of Chaldza. 

From this state of society to the agricultural the transition 1s not indeed 
easy (for no great change in the habits of mankind is othe:wise than 
difficult, and in general either painful or very slow),ebut it lies in what 
may be called the spontaneous course of events. The growth of the 
population of men and cattle began 1n time to press upon the eaith’s capa- 
bilities of yielding natural pasture : and this cause doubtless produced the 
fiist tilling of the ground, just as at a later peiod the same cause made 
the superfluous hordes of the nations which had 1emained nomad pre- 
cipitate themselves upon those which had already become ayricultural ; 
until, these having become sufficiently powerful to 1epel such inroads, the 
invading nations, deprived of this outlet, wele also obliged to become 
agricultural communities. 

But after this great step had been completed, the subsequent progiess 
of mankind seems by no means to have been so rapid (certain 1a1e com- 
binations of circumstances excepted) as might perhaps have been antici- 
pated. The quantity of human food which the earth 1s capable of 
returning even to the most wretched system of agiiculture, so much 
exceeds what could be obtained 1n the purely pastoral state, that a great 
increase of population is invariably the result. Dut this additional food 
1s orly obtained by a great additional amount of labour ; so that not only 
an agricultural has much less leisure than a pastoral population, but, with 
the imperfect tools and unshilful processes which are for a long time 
employed (and which over the gieater pait of the carth have not even yet 
been abandoned) ayricultuiists do not, unless in unusually advantageous 
circumstances of climate and soil, produce so great a surplus of food 
beyond their necessary consumption, as to support any large class of 
labourers engayed in other departments of industry The surplus, too, 
whether small or great, 1s usually toin fiom the prodycers, cither by the 
government to which they are subject, or by individuals, who by superior 
force, or by availing themselves of religious o1 tiaditional feelings of 
subordination, have established themselves as lords of the soil. 

The first of these modes of appiopation, by the goveinment, is 
characteristic of the eatensive monarchies which fiom a time beyond 
historical record have occupied the plains of Asia. ‘Ihe government, in 
those countries, though varying 1n its qualities according to the accidents 
of personal character, seldom leaves much to the cultivators beyond mere 
necessaries, and often stripsthem so baie even of these, that it finds itself 
obliged, after taking all they have, tq lend part of it back to those from 
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whom it has been taken, in osder to provide them with seed, and enable 
them to support life until another harvest. Under the régime in question, 
although the bulk of the population are ill provided for, the government, 
by collecting small sums from great numbers, 1s enabled, with any tolerable 
management, to make a show of riches quite out of proportion to the 
general condition of the society ; and hence the inveterate impression, of 
which Europeans have only at a late period been disabused, concerning 
the great opulence of O1iental nations. In this wealth, without reckoning 
the large portion which adheres to the hands employed in collecting it, 
many persons of course participate, besides the immediate household of 
the sovereign. A large part is distributed among the various functionaries 
of government, and among the objects of the sovereign’s favour or caprice. 
A part 1s occasionally employed in works of public utility. The tanks, 
wells, and canals for irrigation, without which in most tropical climates 
cultivation could hardly be carried on ; the embankments which confine 
the rivers, the bazaars for dealers, and the serais for travellers, none of 
which could have been made by the scanty means in the possession of 
those using them, owe their existence to the liberality and enlightened 
self-interest of the better oider of princes, or to the benevolence or 
ostentation of here and there a rich individual, whose fortune, if traced to 
its source, is always found to have becn drawa immediately or remotely 
from the public revenue, most frequently by a diiect grant of a portion of 
it from the sovereign. 

The ruler of a society of this description, after providing largely for his 
own support, and that of all persons in whom he feels an interest, and 
after maintaining as many soldicrs as he thinks needful for his security or 
his state, has a disposable residue, which he 1s glad to exchange for 
articles of luxury suitable to his disposition: as have also the class of 
persons who have been ennched by his favour, or by handling the public 
revenues. A demand thus arises for elaborate and costly manufactured 
articles, adapted to a narrow but a wealthy market. ‘This demand 1s 
often supplied almost exclusively by the merchants of more advanced 
communities, but often also raises up in the country itself a class of 
artificers, by whom certain fabrics are carried to as high excellence as can 
be given by patience and manual deaterity, without any considerable 
knowledge of the properties of objects : such as some of the cotton fabrics 
of India. These artificers are fed by the suplus food which has been 
taken by the goveinment and its agents as their share of the produce. 
So literally is this the case, that in some countries the workman, instead 
of taking his wo1k home, and being paid for it after it 1s finished, proceeds 
with his tools to his customer’s house, and 1s there subsisted until the wok 
is complete. The imsecurity, however, of all possessions in this state of 
society, induces evag the richest purchasers to give a picference to such 
articles as, being of an impenishable nature, and containing great value in 
small bulk, are adapted for being concealed or carried off. Gold and 
Jewels, therefore,econstitute a large proportion of the wealth of these 
nations, and many a rich Asiatic carries nearly his whole fortune on his 
person, or on those of the women of his harem. No one, except the 
monarch, thinks of investing his wealth in a manner not susceptible of 
removal, He, indecd, if he feels safe on his throne, and reasonably 
Secure of transmitting it to his descendants, sometimes indulges a taste 
for ducable edifices, and produces the Pyrami&s, or the ‘I'a) Mehal and the 
Mausoleum at Sekundra. The rude manufactures destined for the wants 
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of the cultivators are worked up by villagegrtisans, who are remunerated 
by land given to them rent free to cultivate, or by fees paid to them im 
kind from such share of the crop as 1s left to the villagers by the govern 
ment. This state of society, however, 1s nof destitute of a mercantile 
class ; composed of two divisions, grain dealers and money dealers. The 
grain dealers do not usually buy grain from the producers, but from the 
agents of government, who, receiving the revenue in kind, are glad to 
devolve upon others the business of conveying it to the places where the 
prince, his chief civil and military @fficers, the bulk of his troops, and the 
arlisans who supply the wants of these various persons, are assembled. 
The money dealers lend to the unfortunate cultivators, when ruined by 
bad seasons or fiscal exactions, the means of supporting life and con- 
tinuing their cultivation, and are repaid with enormous interest at the next 
harvest ; or, on a larger scale, they lend to the government, or to those to 
whom it has granted a portion of the revenue, and are indemnified by 
assignments on the revenuc collectors, or by having certain districts put 
into their possession, that they may pay themselves from the revenues ; 
to enable them to do which, a grcat portion of the powers of government 
are usually made over simultaneously, to be exercised by them until either 
the districts are redeemed, or their receipts have liquidated the debt. 
Thus, the commercial operations of both these classes of dealers take place 
principally upon that part of the produce of the country which forms the 
revenue of the government. From that revenue their capital 1s periodically 
replaced with a profit, and that 1s also the source from which their original 
funds have almost always been derived. Such, in its general features, is 
the economical condition of most of the countries of Asia, as it has been 
from beyond the commencement of authentic history, and is still, wherever 
not disturbed by foreign influences. 

In the agricultural communities of ancient Europe whose early condition 
is best known to us, the course of things was different. These, at their 
origin, were mostly small town-communities, at the first plantation of 
which, in an unoccupied country, or in one from which the former inhabi- 
tants had been expelled, the land which was taken possession of was 
systematically divided, in equal or nearly cqual allotments, among the 
families composing the community. In some cases, instead of a town 
there was a confederation of towns, occupied by people of the same reputed 
race, and who were supposed to have settled in the country about the 
same time. Each family produced its own food and the materials of its 
clothing, which were worked up within itself, usually by the women of the 
family, into the coarse fabrics with which the age was contented. Taxes 
there were none, as there were cither no paid officers of government, or 
if there were, their payment had been provided for by a reserved portion 
of land, cultivated by slaves on account of the state; and the army con- 
sisted of the body of citizens. The whole produce of the soil, therefore, 
belonged, without deduction, to the family which cultivated it. So long 
as the progress of events permitted this disposition of property to last, the 
state of society was, for the majority of the free cultivators, probably not 
an undesirable one ; and under it, in some cases, the advance of mankind 
In intellectual culture was extraordinaiiy rapid and brilliant. This more 
especially happened where, along with advantageous circumstances of 
race and climate, and no doubt with many favourable accidents of which 
all trace is now lost, was Combined the advantage of a position on the 
Shores of a great inland sea, the gther coasts of which were already 
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occupied by settled commupities. The knowledge which in such a 
position was acquired of fo1eign productions, and the easy acccss of 
foreign ideas and inventions, made the chain of routine, usually so stiong 
in a rude people, hang lodsely on these communities. To speak only of 
their industrial development, they carly acquiued variety of wants and 
desires, which stimulated them to extract from their own soil the utmost 
which they knew how to make it yicld ; and when their soil was sterile, 
or after they had come to the end of its capacity, they often became 
traders, and bought up the pioductigns of foreign countries, to sell them 
in other countries with a profit. 

The duration, however, of this state of things was from the first 
precarious. These little communities lived in a state of almost perpetual 
war. For this there were many causes. In the ruder and purely 
agricultural communities a frequent cause was the mere pressure of their 
increasing population upon their limited land, aggravated as that pressure 
so often was by deficient harvests in the rude state of their agriculture, and 
depending as they did for food upon a veiy small eatent of country. On 
these occasions, the community often emigrated ¢7 masse, or sent forth a 
swarm of its youth, to scek, sword in hand, for some less warlike people, 
who could be eapelled from their land, or detained to cultivate it as slaves 
for the bencfit of their despoileis. What thg less advanced tribes did 
from necessity, the more prosperous did from ambition and the military 
spirit: and after a time the whole of these city communities were either 
conqucrors orconquered. In some cases, the conquering state contented 
itself with imposing a tubute on the vanquished : who being, in considera- 
tion of that burthen, freed from the expense and trouble of their own 
military and naval protection, might enjoy under it a considerable share 
of economical prosperity, while the ascendant community obtained a 
surplus of wealth, available for purposes of collective luxury or magnifi- 
cence, From such a surplus the Parthenon and the Propyl.eca were 
built, the sculptures of Pheidias paid for, and the festivals celebrated, for 
which Aéschylus, Sophocles, Eutipides, and Anstophanes composed their 
dramas. But this state of political 1elations, most useful, while it lasted, 
to the progress and ultimate interest of mankind, had not the elements of 
durabihty. A small conquering community which does not incorporate 
its conquests, always ends by being conquered. Universal dominion, 
therefore, at last rested with the people who practised this ait— with 
the Romans; who, whatever were their other devices, always either 
began or ended by taking a great part of the land to enrich their own 
leading citizens, and by adopting into the governing body the principal 
possessors of the 1emainder. It 1s unnecessary to dwell on the melancholy 
economical history of the Roman empire. When inequality of wealth 
once conimences, in a community not constantly engaged in repairing by 
industry the injurie of fortune, its advances are gigantic; the great 
masses of wealth swallow up the smaller. The Roman empire ultimately 
became covered wyth the vast landed possessions of a comparatively few 
families, for whose luxury, and still moie for whose ostentation, the most 
costly products were raised, while the cultivators of the soil weie slaves, 
or small tenants in a nearly servile condition, From this ume the wealth 
of the empire progressively declined. In the beginning the public 
revenues, and the resources of rich individuals, sufficed at least to cover 
Italy with splendid edifices, public and peivate; but at length so 
dwindled under the enervating influences of misgovernment, that what 
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remained was not even sufficient to keep these édifices fioni decay. The 
strength and riches of the civilized woild became inadequate to make 
head against the nomad population which skipted its northern frontier : 
they overran the empire, dnd a diffcient order of things succeeded. 

In the new frame in which Emopean socicty was now cast, the 
population of each country may be considered as composed, in unequal 
proportions, of two distinct nations or 1aces, the conquerors and the con- 
quered . the first the propiietors of the land, the latter the tillers of it. 
These tillers were allowed to occupy the land on conditions which, being 
the product of foice, were always oncious, but seldom to the extent 
of absolute slavery. Alieady, in the later times of the Roman empire, 
predial slavery had extensively transformed itself into a hind of serfdom : 
the coon? of the Romans were rather villeins than actual slaves : and the 
incapacity and distaste ofthe barbarian conquerors for peisonally supe1in- 
tending industrial occupations, left no alternative but to allow to the culti- 
vators, aS an incentive to exertion, some real interest in the soil. If, for 
example, they were compelled to labour, three days in the week, for their 
superior, the produce of the remaining days was their own. If they were 
required to supply the provisions of various soits, o1dinarily 1equiued for 
the consumption of the castle, and weie often subject to requisitions 
in excess, yet after supplying these dcmands they were suffered to dispose 
at their will of whatever additional produce they could raise. Under this 
system during the Middle Ages it was not impossible, no more than in 
Russia at present (where the same system still essentially prevails) 
for serfs to acquire property; and in fact, their accumulations are 
the primitive source of the wealth of modern Euope. 

In that age of violence and disorder, the first use made by a serf of any 
small provision which he had been able to accumulate, was to buy 
his freedom and withdraw himself to some town or fortified village, which 
had remained undestroyed from the tume of the Roman dominion; or, 
without buying his fieedom, to abscond thithtr, In that place of 
refuge, surrounded by otheis of his own class, he attempted to live, 
secured in some measure fiom the outrages and caactions of the warrior 
caste, by his own prowess and that of his fellows. These emancipated 
selfs mostly became aitificers, and lived by exchanging the produce 
of their industry for the surplus food and material which the soil yielded 
to its feudal pioprietors. This gave rise toa sort of European counter- 
part of the economical condition of Asiatic countries ; except that, in heu 
of a single menarch and a fluctuating body of favomates and employés, 
there was a numerous and in a considerable degice fixed class of great 
landholders ; exInbiting far Jess splendour, because individually disposing 
of a much smaller surplus produce, and for a Jong time eapending the 
chief part of it in maintaiming the body of retaineps whom the warlike 
habits of society, and the little protection afforded by government, 
rendered indispensable to their safety. The greater stability, the fixity of 
personal position, which this state of society affoided, 1: comparison with 
the Asiatic polity to which 1t economically corresponded, was probably one 
main reason why it was also found more favourable to improvement. 
From this time the economical advancement of society has not been 
further interrupted. Secunty of person and pioperty giew slowly, but 
steadily ; the arts of life made constant progress; plunder ccased to be 
the only source of accumulation; and feudal Icurope 1ipened into 
commercial and manufactuiing Europe. In the latter part of the middle 
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ages, the towns of Italy,and_ Flanders, the free citics of Germany, and 
some towns of France and €ngland, contained a large and eneigetic 
population of artisans, and many rich burghers, whose wealth had been 
acquired by manufactutimny industry, or by trading in the pioduce of such 
industry. The Commons of England, the Tiers-Etat of Fiance, the 
bourgeoisie of the Continent gencrally, are the descendants of this class, 
As these were a saving class, while the posterity of the feudal a1istociacy 
were a squandeiing class, the former by degrees substituted themselves 
for the Jatter as the owneis of a gicat proportion of the land. This 
natural tendency was in some cases retarded by Jaws contived for 
the purpose of detaming the land in the families of 1ts possessors, in other 
cases accelerated by political revolutions. Gradually, though more 
slowly, the immediate cultivators of the soil, in all the more civilized 
countries, ceased to be in a servile or semt-servile state: though the legal 
position, as well as the economical condition attained by them, vary 
extremely in the different nations of Icurope, and in the gieat com- 
mvnities which have been founded beyond the Atlantic by the descendants 
of Europeans. 

The world now contains several extensive regions, provided with the 
valious Ingiedients of wealth in a degree of abundance of which former 
ages had not even the idea. Without compulsory labom, an enormous 
mass of food 1s annually extracted fiom the stil, and maimtains, oesides 
the actual piocducets, an equal, sometimes a greater number of labourers, 
occupied in producing conveniences and lusuries of innumerable kinds, or 
in transporting them from place to place ; also a multitude of peisons em- 
ployed in directing and supetmntending these vaious labous ; and over 
and above all these, a class more numerous than in the most Iu,uuous 
ancient socicties, of persons whose occupations ale of a kina not directly 
productive, and of peisons who have no occupation at all. The food 
thus raised supports a far farger population than had eve existed (at least 
in the same regions) on an equal space of ground ; and supports them with 
ceitainty, except from those penodically 1ecvizing famines so abundant 
in the eaily history of Europe, and in Oniental countiies even now not une 
frequent. Besides this great imcrease in the quantity of food, it has 
greatly improved in quality and vaticty; while conveniences and 
luxuries, other than food, are no longer limited to a small and opulent 
class, but descend, in gieat abundance, through many widening strata in 
society, whatever doubt may exist as to the amount of improvement 
effected in the condition of the lowest of all. The collective i1csouices of 
one of these communities, when it chooses to put them foith for any un- 
expected purpose ; its ability to maintain ficets and aimies, to execute 

ublic works, cither useful 01 oinamental, to perfoim national acts of 
Eeneaeence hike the ransom of the West Indiaslaves ; to found colomes, 
to have its peoplé*taught, to do anything in shoit which requues 
expense, and to do it with no sacrifice of the necessaries or even 
the substantial comforts of its inhabitants, are such as tlie world never 
saw before 

But in all these particulars, characteristic of the modern industi1al com- 
munities, those communities differ widely from one another. ‘Though 
abounding in wealth, as compared with former ages, they do so in very 
different degrees. Even of the counties which are justly accounted the 
richest, some have madea more complete use cé their productive resources, 
and have obtained, relatiycly to their territorial eatent, a much larger pro- 
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duce than others ; nor do they differ only ingamount of wealth, but also in 
the rapidity of its increase. The diversities in the distribution of wealth 
are still greater than in the production. There are great differences in 
the condition of the poorest class in different Countries ; and in the pro- 
portional numbers and opulence of the classes which are above the 
poorest. The very nature and designation of the classes who originally 
share among them the produce of the soil, vary not a little in diticrent 
places. In some, the landowners are a class in themselves, almost 
entirely separate from the classes enssaged in industry : in others, the pro- 

rietor of the land is almost un:versally its cultivator, owning the plough 
if not himself holding it. Where the proprietor himself does not cultivate, 
there 1s sometimes, between him and the labourer, an intermediate 
agency, that of the farmer, who advances the subsistence of the labourers, 
supplies the instruments of production, and receives, after paying a rent 
to the landowner, all the produce: in other cases the landlord, his paid 
agents, and the labourers, are the only sharers Manufactures, again, are 
sometimes carried on by scattered individuals, who own or hire the tools 
or machinery they require, and employ httle labour besides that of their 
own family; in other cases, by large numbers working together in 
one building, with expensive and complex machinery, owned by rich 
manufacturers. The same difference exists in the operations of trade. 
The wholesale operations indeed are everywhere carried on by large 
capitals, where such exist ; but the retail dealings, which collectively 
occupy a very great amount of capital, are sometimes conducted in small 
shops, chiefly by the personal exeitions of the dealers themselves, with 
their familes, and perhaps an apprentice or two; and sometimes in large 
establishments, of which the funds are supplied by a wealthy individual or 
association, and the agency is that of numerous salaried shopmen or shop- 
women, Jesides these differences in the cconomical phenomena 
presented by different parts of what is usually called the civilized world, 
all those earlier states which we previously passed in review, have 
continued in some pait or other of the world, down to our own time. 
Hunting communities still extst in America, nomadic in Arabia and the 
steppes of Northern Asia ; Oriental society is in essentials what it has 
always been ; the great empire of Russia 1s even now, in many respects, 
the scarcely modified image of feudal Europe. Every one of the great 
types of human society, down to that of the Esquimaux or Patagonians, 
is still extant. 

These remarkable differences in the state of different portions of the 
human race, with regard to the production and distribution of wealth, 
must, like all other phenomena, depend on causes. And it is not a suffi- 
cient explanation to ascribe them exclusively to the degrees of knowledge, 
possessed at different times and places, of the laws of nature and the 
physical arts of life. Many other causes co-operate; and that very 
progress and unequal distribution of physical knowledge, are partly the 
effects, as well as partly the causes, of the state of the nroduction and dis- 
tribution of wealth. 

In so far as the economical condition of nations turns upon the state of 
physical knowledge, it is a subject for the physical sciences, and the arts 
founded on them. But in so far as the causes are moral or psychological, 
dependent on institutions and social relations, or on the principles of 
human nature, their investigation belongs not to physical, but to moral 
and social science, and is the object of what is called Political Economy, 
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The pioduction of wealth ; the extraction of the instruments of human 
subsistence and enjoyment from the materials of the globe, 1s evidently 
not an arbitrary thing. It. has its necessary conditions. Of these, some 
are physical, depending dn the properties of matter. These Political 
Economy does not investigate, but assumes ; 1eferring for proof to physical 
science or common expesience. Combining with these facts of outwaid 
nature other truths which are Jaws of human nature, it attempts to trace 
the secondary or derivative Jaws, by which the production of wealth is 
determined ; and in which must le He explanation of the diveisities of 
riches and poverty in the present and past, and the ground of whatever 
progress in wealth is reserved for the future. 

Unlike the Jaws of Production, those of Distribution are partly of human 
Institution ; since the manner in which wealth 1s distributed in any given 
society, depends on the statutes or usages therein prevalent. But though 
governments or nations can in some measute determine what institutions 
shall be established, they cannot arbitrarily dctermine how those institu- 
tions shall work, The conditions on which the power thcy possess over 
the distribution of wealth 1s dependent, and the manner in which the dis- 
tribution is affected by the various modes of conduct which society may 
think fit to adopt, are determined by Jaws as ngid as those of Production 
itself. 

The laws of Production and Distribution, and some of the practical 
consequences dcducible from them, are the subject of the following 
treatise, 


BOOK I—PRODUCTION. 





CHAPTER L 
OF THE REQUISITLS OF PRODUCTION, 


'§ 1, THE requisites of production are two: labour, and appropriate 
natural objects. 

Labour is either bodily or mental ; or, to express the distinction more 
comprehensively, either muscular or nervous; and it is necessary to 
include in the idea, not solely the exertion itself, but all feelings of a dis- 
agreeable kind, all bodily inconvenience or mental annoyance, connected 
with the employment of one’s thoughts, or muscles, or both, in a particular 
occupation. Of the other 1equisite— appropriate natuial objects—it 1s to 
be remarked, that sorae objects exist or grow up spontaneously, of a kind 
suited to the supply of human wants. ‘There are caves and hollow trecs 
capable of affording shelter; fruit, roots, wild honcy, and other natural 
pro‘lucts, on which Ifuman hfe can be supported ; but even here a con- 
siderable quantity of labour is gencially requued, not for the purpose of 
Creating, but of finding and appropnating them. In all but these few and 
(except in the very commencement of human society) unimportant cases, 
the objects supplied by nature are only mstrumental to human wants, after 
having undergone some degree of transformajjon by human exertion. 
Even the wild animals of the forest and of the sea, from wluch the hunting 


48 PRODUCTION. 


and fishing tribes derive their sustenance—although the labour of which 
they are the subject is chiefly that required®for appropriating them—must 
yet, before they are used as food, be killed, divided into fiagments, and 
subjected in almost all cases tosome process of cookery, which are opera- 
tions requiring a certain degrec of human labour. The amount of trans- 
formation which natural substances undergo before being brought into 
the shape in which they are duectly apphed to human use, varies from 
this or a still Jess degree of alteration in the nature and appearance of the 
object, to a change so total that no tiace is perceptible of the o1iginal 
shape and structuie. There 1s littie resemblance between a piece of a 
mincral substance found in the eaith, and a plough, an axe, or a saw. 
There 1s less resemblance between porcclain and the decomposing granite 
of which it is made, or between sand mised with sea-wecd, and glass. 
The difference 1s greater still between the flcece of a shecp, or a handful 
of cotton secds, and a web of muslin or broad cloth ; and the sheep and 
seeds themselves are not sponjaneous giowths, but results of previous 
labour and care. In these several cases the ultimate product is so 
extremely dissimilar to the substance supphed by nature, that in the 
custom of language nature is represented as only furnishing materials. 

Nature, however, does more than supply materials ; she also supplies 
powers, The matter of the globe 1s not an imeit recipient of forms and 
ploperties impressed by human hands ; it has active energies by which it 
co-operates with, and may even be used as a substitute for, labour. In 
the early ayes mcn converted their corn into flour by pounding it between 
twostones ; they neat bit on a contrivance which enabled them, by turning 
a handle, to make one of the stones revolve upon the other; and this 
process, a hitle improved, 1s still the common practice of the East The 
muscular excition, however, which it 1cquued, was very severe and ex- 
hausting, insomuch that it was often selected as a punishment for slaves 
who had offended their masteis When the time came at which the 
labour and suffermgs of slaves were thought woth economuzing, the 
greater pait of this bodily excition was 1endered unnecessary, by con- 
triving that the upper stone should be made to 1evolve upon the lower, not 
by human strength, but by the force of the wind or of fallmg water. In 
this case, natural agents, the wind or the giavitation of the water, are 
made to do a portion of the woik previously done by labour. 

§ 2, Cases like this, in which a certain amount of labour has been 
dispensed with, 1s work being devolved upon some natural agent, aie 
apt to suggest an crroneous notion of the comparative functions of labour 
and natural powers ; as if the co-operation of those powers with human 
industry were limited to the cases in wliuch they are made to perform 
what would otheiwise be done by Jabour; as if, in the case of things 
made (as the phrase is) by hand, nature only furnished passive matenials. 
This is an illusion. The powers of natuie are as actively operative in the 
one case as in the other. A workman takes a stalk of the flax or hemp 
plant, splits it into separate fibies, twines together several of these fibres 
with his fingers, aided by a simple instrument calléd a spindle ; having 
thus formed a thread, he Jays many such thieads side by side, and places 
other similar threads directly across them, so that each passes alternately 
over and under those which aie at nght angles to it; this part of the 
process being facilitated by an instiument called a shuttle. He has now 
produced a web of cloth, either linen or sackcloth, according to the 
material. Ile is said to have donc this by hand, no natural force being sup- 
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posed to have acted in concert with him. But by what force is each step 
of this ope:ation 1endered possible, and the web, when produced, held 
together? Is it not by,the tenacity, or force of cohesion, of the fibies ? 
which 1s one of the forces in nature, and which we can measuie exactly 
against other mechanical forces, and asceitain how much of any of them 
it suffices to neutralize or counterbalance. 

If we examine any other case of what is called the action of man upon 
nature, we shall find in hkhe manner that the powers of nature, or 1n other 
woids the properties of matter, dogall the work, when once objects aie 
put into the nght position. This one operation, of putting things into fit 
places for being acted upon by their own inteinal forces, and by those 
residing in other natural objects, is all that man docs, or can do, with 
matte1. He only moves one thing to or fiom another. IIc moves a seed 
into the ground ; and the natural forces of vegetation produce in succcs- 
sion a root, a stem, leaves, flowers and fruit. Jie moves an axe through 
a tree, and it falls by the natmal force of giavitation; he moves a saw 
thiough it, in a particular manne), and the physical properties by which a 
sofie: substance gives way before a haidei, make it separate into planks, 
which he arianges in ceitam positions, with some adhesive matter be- 
tween them, and produces a table o:1 a house. Ile moves a spark to fuel, 
and it jymites, and by the force of combustiog it cooks the food, melts or 
softens the non, converts into beer or sugar the malt or cane juice, which 
he has previously moved to the spot. Ie has no other means of acting 
on matter than by moving it. Motion, and 1esistance to motion, are the 
only things which his muscles are constructed for. Jsy muscular contrac- 
tion he can create a pressuie on an outward object, which, if sufficiently 
powerful, will set it in motion, or if it be already moving, will check or 
modify or altogether airest its motion, and he can donomose. But this 
Is cnough to have given him all the command which mankind have 
acquiued over natural forcesimmeasmn ably more powerful than themselves ; 
a command which, gieat as it 1s alicady, 1s without doubt destined to 
become indefinitely pieater. Ile exerts this power either by availing 
himself of natural forces in existence, or by arranging objects in those 
mixtures and comlunations by which natmal forces are generated ; as 
when by putting a lighted match to fuel, and water into a boiler over it, 
he generates the expansive force of steam, a power which has been made 
so largely available foi the attainment of human purposes. 

Labour, then, in the physical world, 1s always and solely employed 1n 
putting objects in motion, the piopeities of matter, the laws of nature, do 
the rest. The skill and ingenuity of human beings aie chiefly exercised 
in discovering movements, practicable by their powers, and capable of 
bringing about the effects which they desue But, while movement 1s the 
only effect which man can immediatcly and duectly produce by his 
muscles, it is not Necessary that he should produce dnectly by them 
all the movements which he requies. The fitst and most obvious substi-: 
tute 1s the musculgr action of cattle. by deyiees he makes the poweis of 
inanimate natuie aid lim im this too, as by making the wind, or water, 
things alicady in motion, communicate a pait of their motion to the 
wheels, which before that invention he made revolve by muscular force. 
He extorts this service from the powers of wind and water by a set of 
actions, consisting like the former in moving certain objects into certa‘n 
positions in which they constitute what 1s té@imed a machine; but the 
muscular action necessary for tlus 1s ngt constantly 1enewcd, but perfo1med 
once for all, and there 1s on the whole a great economy of labour. . 
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§ 3. Some writers have raised the question, whether nature gives more 
assistance to labour in one kind of industry & in another; and have said 
that in some occupations labour does most, in others nature most. In 
this, however, there scems much confusion of "ideas. The part which 
nature has in any work of man 1s indefinite and incommensurable. 
It is impossible to decide that in any one thing nature does more than in 
any other. One cannot even say that labour does less. One may say 
that less labour 1s required ; but if that which 1s required 1s absolutcly 
indispensable, the result 1s just as much the product of labour as of nature. 
When two conditicns are equally necessary for producing the effect at all, 
it is useless to say that so much of it 1s produced by one and so much by 
the other ; it 1s like attempting to decide which half of a pair of scissors 
has most to do in the act of cutting ; or which of the factors five and six 
contributes most to the production of thuty. The fori which this con- 
ceit usually assumes 1s that of supposing that nature lends more assistance 
to human endeavours in agriculture than in manufactuies This notion, 
held by the French Economistes, and from which Adam Smith was not 
free, arose from a misconception of the nature of 1ent. The rent of land 
being a price paid for a natural agency, and no such price being paid in 
manufactures, these wiiters imagined that since a price was paid, it was 
because there was a greater amount of service to be paid for whereas a 
better consideration of the subject would have shown that the reason why 
the use of land bears a price 1s simply the limitation of its quantity, and 
that if air, heat, electricity, chemical agencies, and the other powers of 
nature employed by manufactures wele sparingly supphed, and could, 
like land, be engrossed and appropiiated, a rent could be exacted for 
them also. 

§ 4. This leads to a distinction which we shall find to be of primary 
importance. Of natural powers some are unlimited, others limited in 
quantity. By an unlimited quantity 1s, of course, not meant literally, but 

ractically unlimited—a quantity beyond the use which can in any, or at 
east in present circumstances, be made of it. Land 1s, in some newly- 
settled countries, practically unlimited in quantity—there 1s more than 
can be used by the existing population of the country, or by any accession 
likely to be made to it for geneiations to come. [Dut even there, land 
favourably situated with regard to markets or means of carriage, 1s 
generally limited in quantity: there 1s not so much of it as persons 
would gladly occupy and cultivate, or otherwise turn to use. In all 
old countries, land capable of cultivation, land at least of any tolerable 
fertility, must be ranked among agents limited in quantity. Water, for 
ordinary purposes, on the banks of rivers or lakes, may be regarded as of 
unlimited abundance ; but 1f required for irrigation, 1t may even there be 
insufficient to supply all wants, while in places which depend for their con- 
sumption on cisterns or tanks, or on wells which art'not copious, or are 
liable to fail, water takes its place among things the quantity of which 1s 
most strictly limited. Where water itself is plentiful, yet watcr-power, z.¢., 
a fall of water applicable by 1ts mechanical force to the service of industrv, 
may be exceedingly hmited, compared with the use which would be made 
of it 1f it were moie abundant. Coal, metallic ores, and other useful sub- 
stances found 1n the earth, are still more limited than land. They are not 
only strictly local, but exhaustible ; though, at a given place and time, 
they may exist in much greater abundance than would be applied to 
present use even if they could be obtained gratis. Fisheuies, in the sea, 
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Are in most cases a gift of nature practically unlimited in amount; but 
the Arctic whale fisheries ha€e long been insuflicient for the demand which 
exists even at the very considerable price necessary to defray the cost 
of appropriation : and tle immense extension which the Southern fisheries 
have in consequence assumed 1s tending to exhaust them likewise. River 
fisheries ale a natural resource of a very limited character, and would be 
rapidly exhausted if allowed to be used by everyone without restraint. 
Air, even that state of it which we teim wind, may, 1n most situations, be 
obtained in a quantity sufficient for every possible use ; and so likewise, 
on the sea-coast or on large riis, may water-carriage, though the 
whaifage or haibour-100m applicable to the service of that mode of 
transpoit is mm many situations far shot of what would be used if easily 
attamable. 

It will be seen hereafter how much of the economy of society depends 
on the limited quantity in which some of the most important natural 
agents exist, and more particularly land. For the present I shall only 
remark that so long as the quantity of a natural agent 1s practically 
unlunrted, it cannot, unless susceptible of artificial monopoly, bear any 
value in the market, since no one will give anything for what can be 
obtained giatis, But as soon as a limitation becomes practically 
operative, as soon as there 15 not so much of the thing to be had, 
as would be appropuated and used if it cofld be obta:ned for asking : 
the ownership or use of the natural agent acquires an exchangeable value. 
When more water-power 19 wanted 1n a particular district, than there are 
falls of water to supply it, persons will give an equivalent for the use of a 
fall of water. When there 1s more land wanted for cultivation than a 
place possesses, or than it possesses of a certain quality and certain 
advantages of situation, Jand of that quality and situation may be sold 
for a price, or let for an annual rent ‘This subject will hereafter be 
discussed at length , but it 1s often useful to anticipate, by a bref sugges- 
tion, principles and deductions which we have not yct reached the place 
for exhibiting and illustrating fully. 
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§ y, THE labour which terminates in the production of an article fitted 
for some human use, 1s either employed directly about the thing, or 
In previous operations destined to facilitate, perhaps essential to the 
possibility of, the subsequent ones. In making bread, for example, 
the labour employed about the thing itself 1s that of the baker; but the 
labour of the miller, though employed directly in the production not 
of bread but of flour, is equally pait of the aggregate sum of labour by 
which the bread 1s produced ; as 1s also the labour of the sower, and 
of the reaper. S®me may think that all these peisons ought to be con- 
sidered as employing their labour directly about the thing : the corn, the 
flour, and the bread being one substance in three different states. With- 
out disputing about this question of mere language, there 1s still the plough- 
man, who prepated the ground for the seed, and whose Jabour never came 
in contact with the substance in any of its states ; and the plough-maker, 
whose share in the result was still more remote. All these persons 


ultiniately derive the remuneration of their labour from the bread, or its 
price: the plough-maker as much as the rest; for since ploughs are 
of no use except for tilling the soil, no one would make or use ploughs 
for any other reason than because the incicased Yetuins thereby obtained 
from the ground afforded a source from which an adequate equivalent 
could be assigned for the labom of the plough-maker If the produce is 
to be used or consumed in the form of bieid, it is from the bread that 
this equivalent must come The bicad must suffice to 1emuneiate all 
these labourers, and seveial otheis; guch as the carpenters and biick- 
layers who erected the faim-buildings; the hedgers and ditchers who 
made the fences necessary for the protection of the crop; the miner and 
smelter who extracted or prepared the 110n of which the plough and other 
implements were made. These, however, and the plough-muker, do not 
depend for their remuneration upon the biead made from the produce of 
a single harvest, but upon that made fiom the produce of all the harvests 
which are successively gathered until the plough, or the buildings and 
fences, are worn out. We must add yet another kind of labour; that of 
transporting the produce from the place of its production to the place of 
its destined use the labour of carrying the coin to market, and from 
market to the miller’s, the flour from the mille:’s to the bakei’s, and the 
bread from the baker’s to the place of its final consumption = ‘This labour 
1S sometimes very consideiable ; flour 15 transported to England fiom 
beyond the Atlantic, coin from the heart of Russia; and in addition to 
the laboure:s immediately employed, the waggoncrs and sailois, there are 
also costly instruments, such as ships, in the constiuction of which much 
labour has been expended: that labour, however, not depending for its 
whole remuneration upon the bicad, but for a part only; ships being 
usually, during the course of their existence, employed in the transport of 
many different kinds of commodities 

To estimate, therefore, the labour of which any given commodity 1s the 
result, 1s far from a simple opeiation. The items in the calculation are 
very numcrous—as it may seem to some persons, infinitely so; for if, 
as a pait of the lubour employed in making biead, we count the labour of 
the blacksmith who made the plough, why not also Gt may be asked) the 
labour of making the tools used by the blacksmith, and the tools used in 
making those tools, and so back to the origin of things? But after 
mounting one or two steps mn this ascendin: scale, we come into a 1egi0on 
of fractions too minute for calculation. Suppose, for instance, that the 
same plough will last, before being worn out, a dozen yeais Only one- 
twelfth of the labour of making the plough must be placed to the account 
of each yeai’s harvest. A twelfth part of the labour of making a plough 
is an appreciable quantity But the same sct of tools, peihaps, suffice to 
the plough-maker for foiging a hundred ploughs, which serve during the 
twelve ycars of their existence to prepare the soil of ‘a hundred different 
farms. A twelve-hundredth part of the Jabour of making the tools 1s as 
much, therefore, as has been expended in procuing one year’s harvest of 
a single farm: and when this fraction comes to be further apportioned 
among the various sacks of corn and loaves of bread, it 1s seen at once 
that such quantities are not worth taking into the account for any practical 

urpose connected with the commodity. It 1s true that if the tool-maker 
fad not laboured, the corn and bread never would have been produced ; 
but they will not be sold a tenth part of a farthing dearer in consideration 
of his labour. 
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§ 2. Another of the moges in which labour is indirectly or remotely 
instrumental to the production of a thing requires particular notice: 
namely, when it is employed in producing subsistence, to maintain the 
labourers while they are engaged in the production. This previous em- 
ployment of labour is an indispensable condition to every productive 
operation, on any other than the verv smallest scale. Except the labour 
of the hunter and fisher, there 1s scancely any kind of Jabour to which the 
returns aie Immediate. Productive operations require to be continued a 
certain time before their fruits aieg@btained Unless the labourer, before 
commencing his work, possesses a store of food, or can obtain access to 
the stores of some one else, in sufficient quantity to maintain him until 
the production is completed, he can undertake no Jabour but such as can 
be carried on at odd intervals, concurrently with the pursuit of his sub- 
sistence. He cannot obtain food itself in any abundance, for every mode 
of so obtaining it requires that there be already food in store. Agriculture 
.only brings forth food after the lapse of months ; and though the labours 
of the agriculturist are not necessarily continuous during the whole period, 
they must occupy a considerable part of 1t. Not only 1s agriculture impos- 
sible without food produced in advance, but there must be a very great 
quantity in advance to enable any considerable community to support 
itself wholly by agriculture A country lke England or France 1s only 
‘able to carry on the agriculture of the present year, because that of past 
years has provided, in those countnes or somewhere else, sufficient food 
to support their agricultural population until the next harvest. They are 
only enabled to produce so many other things besides food because the 
food which was 1n store at the close of the last harvest suffices to main- 
an ie only the agricultural labourers, but a large industrious population 

sides. ° 

The labour employed in producing this stock of subsistence forms 
a great and important part of the past labour which has been necessary 
to enable present labour to be cared on. But there is a difference, 
requiring particular notice, between this and the other kinds of previous 
or preparatory labour. ‘The muller, the reaper, the ploughman, the 
plough-maker, the waggoner and waggon maker, even the sailor and 
ship-builder when employed, derive their remuneration fiom the ultimate 
product—the bread made from the corn on which they have severally 
operated, or supplied the instruments for operating. The labour that 
produced the food which fed all these labourers, is as necessary to the 
ultimate result, the bread of the present harvest, as any of those other 
portions of labour; but is not, hke them, remunerated from it. That 
previous labour has received its remuneration from the previous food. 
In order to raise any pioduct, there are necded labour, tools, and 
materials, and fog] to feed the labourers. But the tools and materials 
are of no use except for obtaining the product, or at least are to be applied 
to no other use, and the labour of their construction can be remnneiated 
only from the product when obtained. The food, on the contrary, 1s 
intrinsically useful, and is applied to its direct use, that of feeding human 
beings. The labour expended in producing the food, and recompensed 
by it, needs not to be remunerated over again from the produce of the 
subsequent labour which it has fed. If we suppose that the same body of 
Jabourers carried on a manufacture, and grew food to sustain themselves 
while doing it, they have had for their troub& the food and the manufac- 
tured article; but if they also grgw the matenal and made the tools, 
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ney have had nothing for that trouble but the manufactured article 
aione, 

The claim to remuneration founded on the pogsession of food, avail- 
able for the maintenance of labourers, is of anotHer kind ; remuneration 
for abstinence, not for labour. If a person has a store of food, he has it 
in his power to consume it himself in idleness, or in feeding others to 
attend on him, or to fight for him, or to sing or dance for him. If, stead 
of these things, he yives it to productive labourers to support them 
during their work, he can, and naturally will, claim a remuneiation from 
the produce. He will not be content with simple repayment; if he 
receives merely that, he 1s only in the same situation as at first, and has 
derived no advantage from delaying to apply his savings to his own 
benefit or pleasure. He will look for some equivalent for this for- 
bearance : he will expect his advance of food to come back to him with 
an increase, called, in the language of business, a profit: and the hope of 
this profit will generally have been a part of the inducement which made 
him accumulate a stock, by economizing in jis own consumption ; or, at 
any rate, which made him forego the application of 1t, when accumulated, 
to his personal case or satisfaction. The food also which maintained 
other workmen while producing the tools or materials, must have been 
provided in advance by some one, and he, too, must have his profit from 
the ultimate product ; but there 1s this difference, that here the ultimate 
product has to supply not only the profit, but also the remuncration of 
the labour The tool-maker (say for instance the plough-maker) does 
not indeed usually wait for his payment until the harvest 1s reaped ; the 
faimer advances it to him, and steps into his place by becoming the 
owner of the plough. Nevertheless, it 1s from the harvest that the pay- 
ment 1s to come, since the faimer would not undertake this outlay unless 
he expected that the harvest would repay him, and with a profit too on 
this fresh advance ; that 1s, unless the harvest would yield, besides the 
remuneration of the farm labourers (and a profit for advancing it), a 
sufficient residue to remuncrate the plough-maker’s Jaboureis, give the 
plough-maker a piofit, and a profit to the farmer on both. 

§ 3. From these considerations it appears, that in an enumeration and 
classification of the kinds of industry which are intended for the indirect 
or remote furtherance of other productive labour, we need not include 
the labour of pioducing subsistence or other necessaries of life to be 
consumed by productive labourers ; for the main end and purpose of 
this labour 1s the subsistence itself ; and though the possession of a store 
of it enables other work to be done, this is but an incidental consequence. 
The remaining modes 1n which labour 1s indirectly instrumental to pro- 
duct.on, may be arranged under five heads. 

First : Labour employed in producing materials, on which industry is 
to be afterwards employed. This is, in many cases, a labour of mere 
appropriation ; extractive industry, as it has been called. The labour 
of the miner, for example, consists of operations for digging out of the 
earth substances convertible by industry into various articles fitted for 
human use. Extractive industry, however, 1s not confined to the extrac- 
tion of materials. Coal, for instance, 1s employed, not only in the pro- 
cesses of industry, but in directly warming human beings. When so used, 
it is not a material, but is itself the ultimate product. So, also, in the case 
of a mine of precious stones These are to some small extent employed 
in the productive arts, as diamonds by the glass-cutter, emery and_corun- 
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dum for polishing, but their principal destination, that of ornament, 1s 
a direct use ; though theytommonly require, before being so used, some 
process of manufactuig, which may perhaps warrant our regarding them 
as materials. Metallic ores of all sorts are materials merely. 

Under the head, production of materials, we must include the in- 
dustry of the wood-cutter, when employed in cutting and preparing timber 
for building, or wood for the purposes of the carpenter’s or any other art. 
In the forests of America, Norway, Germany, the Pyrenees and Alps, this 
sort of labour is largely employed on trees of spontaneous growth. In 
other cases, we must add to the®labour of the wood-cutter that of the 
planter and cultivator. 

Under the same head are also comprised the labours of the agricul- 
turist in growing flax, hemp, cotton, feeding silkworms, raising food for 
cattle, producing bark, dye-stuffs, oleaginous plants, and many other 
things only useful because required in other departments of industry. 
So, too, the labour of the hunter, as far as his object 1s furs or feathes ; 
of the shepherd and the cattle-breeder, in respect of wool, hides, horn, 
bristles, horse-hatr, and the hke. The things used as materials in some 
process or other of manufacture are of a most miscellaneous character, 
drawn from almost every quarter of the animal, vegetable, and mineral 
kingdoms, And besides this, the finished products of many branches 
of industry are the matertals of others. ‘fhe thread produced by the 
spinner is applied to hardly any use except as material for the weaver. 
Even the product of the loom 1s chiefly used as material for the fabricators 
of articles of dress or furniture, or of further instruments of productive 
industry, as in the case of the sail-maker. The currier and tanner find 
their whole occupation in converting raw matezal into what may be 
termed prepared material. In strictness of speech, almost all food, as 
it comes fiom the hands of the agiiculturist, 1s nothing more than material 
for the occupation of the baker or the cook, 

§ 4. The second kind of indirect labour 1s that employed in making 
tools or implements for the assistance of labour I use these terms in 
their most comprehensive sense, embiacing all permanent instruments or 
helps to production, from a flint and a piece of steel for striking a light, 
toa steamship, or the most complex apparatus of manufactuting machinery. 
There may be some hesitation where to draw the line between imple- 
ments and materials ; and some things used in production (such as fuel) 
would scarcely in common language be called by either name, popular 
phraseology being shaped out by a different class of necessities from 
those of scientific exposition. To avoid a multiplication of classes and 
denominations answering to distinctions of no scientific importance, 
political economists generally mclude all things which are used as zm- 
mediate means of production (the means which are not immediate will 
be considered presently) either in the class of implements or im that of 
materials. Perhaps the line 1s most usually and most conveniently drawn, 
by considering as a material every instrument of production which can 
only be used orice, being destroyed (at least as an instrument for the 
pupore in hand) by a single employment. Thus fuel, once burnt, cannot 

e again used as fuel ; what can be so used 1s only any portion which has 
remained unburnt the first tme. And not only it cannot be used without 
being consumed, but it 1s only useful by being consumed ; for if no part 
of the fuel were destroyed, no heat would begenerated. A flcece, again, 
js destroyed as a fleace by being spun into thread: and the thread 
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cannot be used as a thread when woven into cloth. But an axe is not 
destroyed as an axe by cutting down a tree: it may be used afterwards 
to cut down a hundred or a thousand more ; and although deteriorated 
in some small degree by each use, it does not do its work by being 
deteriorated, as the coal and the fleece do theirs by being destroyed ; 
on the contrary, it is the better instrument the better it resists deteriora- 
tion, There are some things, rightly classed as materials, which may be 
used as such a second and a third time, but not while the product to 
which they at first contributed remains in existence. The tron which 
formed a tank or a set of pipes may be’ melted down to form a plough or 
a steam-engine ; the stones with which a house was built may be used 
after it 1s pulled down, to build another. But this cannot be done while 
the original product subsists; their function, as materials, is suspended, 
until the exhaustion of the first use. Not so with the things classed as 
implements ; they may be used repeatedly for fresh work, until the time, 
sometimes very distant, at which they are worn out, while the work 
already done by them may subsist unimpaired, and when it perishes, 
does so by its own laws, or by casualties of its own.* 

The only practical difference of much importance arising from the 
distinction between materials and mmplements, 1s one which has attracted 
our attention in another case. Since materials are destroyed as such 
by being once used, the wholé of the labour required for their production, 
as well as the abstinence of the person who supplicd the means for 
Carrying it on, must be remunerated from the fruits of that single use. 
Implements, on the contrary, being susceptible of repeated employment, 
the whole of the products which they are instrumental in bringing into 
existence are a fund which can be drawn upon to remunerate the labour 
of their construction, and the abstinence of those by whose accumula- 
tions that labour was supported _ It 1s enough ifeach product contributes 
a fraction, commonly an insignificant one, towaids the remuneration of 
that labour and abstinence, or towards indemnifying the immediate pro- 
ducer for advancing that remuneration to the person who produced the 
tools. 

§ 5. Thirdly ;: Besides materials for industry to employ itself on, and 
implements to aid it, provision must be made to prevent its operations 
from being disturbed, and its products injured, either by the destroying 
agencies of nature, or by the violence or rapacity of men. This gives 
rise to another mode in which labour not employed directly about the 
product itself, 1s instrumental to its production ; namely, when employed 
for the protection of industry. Such is the object of all buildings for 
industrial purposes ; a'l manufactories, warehouses, docks, granaries, 
barns, farm-buildings devoted to cattle, or to the operations of agricul- 
tural labour. I exclude those in which the labourers live, or which are 
destined for their personal accommodation ; these, liké their food, supply 
actual wants, ana must be counted in the remuneration of their labour, 


* The reviewer of this treatise in the ‘ Edinburgh Review” (October, 1848) 
states the distinction between matenals and implements rather cfferently ; pro- 
posing to consider as materials ‘all the things which, after having undergone the 
change implied in production, are themselves matter of exchange,’ and as imple- 
ments (or instruments) ‘the things which are employed in producing that change, 
but do not themselves become part of the exchangeable result.’ According te 
this distinction, the fuel consumed in a manufactory would be considered, not as a 
material, but as an instrument, This question is of little importance, 
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There are many modgs in which labour is still more directly applied to 
the protection of producffve operations. The herdsman has litle other 
occupation than to pyotect the cattle from harm: the positive agencies 
concerned in the realization of the product, go on nearly of themselves. 
I have already mentioned the labour of the hedger and ditcher, of the 
builder of walls or dykes. To these must be added that of the soldier, the 
policeman, and the judge. These functionaries are not indeed employed 
exclusively in the protection of industry, nor does their payment con- 
stitute, to the individual producer, a part of the expenses of production. 
But they are paid from the taxeswhich are derived from the produce of 
industry ; and in any tolerably governed country they render to its 
operations a service far more than equivalent to the cost. To society at 
large they are therefore part of the expenses of production ; and if the 
returns to production were not sufficient to maintain these Jaboureis in 
addition to all the otheis requited, production, at least in that form and 
manner, could not take place. Besides, 1f the protection which the 
goveinment affords to the operations of industry were not afforded, the 
producers would be under a necessity of either withdrawing a large share 
of their time and labour from production, to employ it 1n defence ; or of 
engaging armed men to defend them; all whch labour, in that case, 
must be directly remunerated fiom the produce ; and things which would 
not pay for this additional labour, would 1fot be produced. Under the 
present arrangements, the product pays its quota towards the same 
protection, and notwithstanding the waste and prodigality incident to 
government expenditure, obtains it of better quality at a much smaller 
cost 

§ 6. Fourthly - There is a very great amount of labour employed, not 
in bringing the product into existence, but in rendering it, when in existence, 
accessible to those for whose use it is intended. Many important classes 
of labourers find their sole employment in some function of this kind. 
There is first the whole class of carriers, by land or water: muleteers, 
waggoners, bargemen, sailors, wharfmen, coalheavers, porters, railway 
establishments, and the like. Neat, there are the constructors of all the 
implements of transport - ships, barges, carts, locomotives, etc., to which 
must be added roads, canals, and railways. Roads are sometimes made 
by the government, and opened gratuitously to the public ; but the labour 
of making them 1s not the less paid for from the produce. Each producer, 
in paying his quota of the taxes levied gencrally for the construction of 
roads, pays for the use of those which conduce to his convenience ; and 
if made with any tolerable judgment, they increase the returns to his 
industry by far more than an equivalent amount. 

Another numerous class of labourers emploved in rendering the things 
produced accessible to their intended consumers, 1s the class of dealers 
and traders, or, #8 they may be termed, distributors. ‘There would be a 
great waste of time and trouble, and an inconvenience often amounting 
to impracticabilty, if consumers could only obtain the articles they want 
by treating directly with the produceis. Both producers and consumers 
are too much scattered, and the latter often at too great a distance from 
the former. ‘To diminish this loss of time and labour, the contrivance of 
fairs and maikets was early had recouse to, where consumers and pro- 
ducers might periodically meet, without any intermediate agency ; and 
this plan answers tolerably well for many articles, especially agricultural 
produce, agriculturists having at some seasons a certain quantity of spare 
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time on their hands. But even in this case, attendance is often very 
troublesome and inconvenient to buyers who he.ve éther occupations, and 
do not live in the immediate vicinity ; while, for all articles the production 
of which requires continuous attention from the protiucers, these periodical 
markets must be held at such considerable intervals, and the wants of the 
consumers must either be provided for so long beforehand, or must remain 
so long unsupplied, that even before the resources of society permitted the 
establishment of shops, the supply of these wants fell universally into the 
hands of itinerant dealers ; the pedlar, who might appear once a month, 
being preferred to the fair, which only scturned once a year. In country 
districts, remote from towns or large villages, the industry of the pedlar is 
not yet wholly superseded. But a dealer who has a fixed abode and fixed 
customers is so much more to be depended on, that consumers prefer re- 
sorting to him if he is conveniently accessible ; and dealers therefore find 
their advantage in establishing themselves in every locality where there 
are sufficient consumers near at hand to afford them a remuneration. 

In many cases the producers and dealers are the same persons, at 
least, as to the ownership of the funds and the control of the operations. 
The tailor, the shoemaker, the baker, and many other tradesmen, are the 
producers of the articles they deal in, so far as regards the last stage in 
the production. This union, however, of the functions of manufacturer 
and retailer, is only expedie:.t when the article can advantageously be 
made at or near the place convenient for retailing 1t, and 1s, besides, 
manufactured and sold in small parcels. When things have to be brought 
from a distance, the same person cannot effectually supeiimtend both the 
making and the retailing of them . when they are best and most cheaply 
made on a large scale, a single manufactory requires so many local 
channels to carry off its supply, that the retailing 1s most conveniently 
delegated to another agency ; and even shocs and coats, when they aie to 
be furnished in large quantities at once, as for the supply of a regiment 
or of a workhouse, are usually obtained not duectly fiom the producers, 
but from intermediate dealers, who make it their business to ascertain 
from what producers they can be obtained best and cheapest. Even 
when things are destined to be at last sold by retail, convenience soon 
creates a class of wholesale dealers. When products and transactions 
have multiplied beyond a certain point ; when one manufactory supplies 
many shops, and one shop has often to obtain goods from many different 
manufactories, the loss of time and trouble both to the manufacturers and 
to the retailers by treating directly with one another, makes it more con- 
venient to them to treat with a smaller number of great dealers or 
merchants, who only buy to sell again, collecting goods fiom the various 
producers, and distributing them to the retailers, to be by them further 
distributed among the consumers. Of these various elements 1s com- 
posed the Distributing Class, whose agency 1s supplementary to that of 
the Producing Class: and the produce so distiibuted, or its price, 1s the 
source from which the distributors are remunerated for their personal 
exertions, and for the abstinence which enabled them‘ to advance the 
funds needful for the business of distnbution. 

§ 7. We have now completed the enumeration of the modes in which 
labour employed on external nature is subservient to production. But 
there is yet another mode of employing labour, which conduces equally, 
though still more remotely,-to that end: this is, labour of which the 
subject is human beings. Every human being has been brought up from 
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infancy at the expense of rfluch labour to some person or persons, and if 
this labour, or part of it, had not been bestowed, the child would never 
have attained the age and strength which enable him to become a 
labourer in his turn. To the community at large, the labour and expense 
of rearing its infant population forms a part of the outlay which 1s a 
condition of production, and 1s to be replaced with mcrease from the 
future produce of theirlabour. By the individual, this labour and expense 
are usually incurred from other motives than to obtain such ultimate 
return, and, for most purposes of Holitical economy, need not be taken 
into account as expenses of production. But the technical or industrial 
education of the community ; the labour employed in learning and in 
teaching the arts of production, in acquiring and communicating skill in 
those arts ; this labour 1s really, and in gencral solely, undergone for the 
sake of the greater or more valuable produce thereby attained, and in 
order that a remuncration, equivalent or more than equivalent, may be 
reaped by the leainer, besides an adequate remunciation for the labour of 
the teacher, when a teacher has been employed. 

As the labout which confers productive poweis, whether of hand or of 
head, may be looked upon as part of the labour by which society accom- 
plishes its productive operations, or in other words, as pait of what the 
produce costs to society, so too may the labéur employed in keeping up 
productive powels ; 1n preventing them from being destioyed or weakened 
by accident or disease. The labour of a physician or suigeon, when 
made use of by peisons enyaged in industry, must be regarded in the 
economy of society as a saciifice incuried, to preserve fiom pershing by 
death or infirmity that portion of the productive resources of society which 
Is fixed in the lives and bodily or mental powers of its productive 
members To the individuals, indecd, this foims but a part, sometimes 
an imperceptible part, of the motives that induce them to submit to 
medical treatment: it 1s not principally from economical motives that 
persons have a limb amputated, or endeavour to be cured of a fever, 
although when they do so, there is generally sufficient inducement for it 
even on that score alone. ‘Ihis 1s, therefore, one of the cases of labour 
and outlay which, though conducive to production, yet not being incurred 
for that end, or for the sake of the 1etuins arising from it, are out of the 
sphere of most of the gencial propositions which political economy has 
occasion to assert respecting productive labour: though, when society 
and not the individuals aie considered, this labour and outlay must be 
regarded as part of the advance by which society effects its productive 
operations, and for which it 1s indemnified by the produce, 

§ 8. Another kind of labour, usually classed as mental, but conducing 
to the ultimate product as diectly, though not so immediately, as manual 
labour itself, 1s the #bour of the mventors of industrial processes, I say, 
usually classed as mental, because in 1eality it 1s not exclusively so. All 
human exeition 1s compounded of some mental and some bodily elements. 
The stupidest hodman, who repeats from day to day the mechanical act 
of chmbing a ladder, performs a function partly imtellectual ; the most 
intelligent dog or elephant probably could not be taught to do it: the 
dullest human being, instructed beforehand, is capable of turning a mill ; 
but a horse cannot turn it without somebody to guide and watch him. On 
the other hand, there 1s some bodily ingrediera in the Jabour most purely 
mental, when it generates any external result. Newton could not have 
produced the Principia without the Bodily exertion either of penmanship- 
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or of dictation ; and he must have drawn m&ny figures, and written out 
many calculations and demonstrations, while he fyas preparing it in his 
mind. Inventors, besides the labour of their brains, generally go through 
much labour with their hands, in the models which they construct and 
the experiments they have to make before their idea can realize itself 
successfully in act. Whether mental, however, or bodily, their labour 1s 
a part of that by which the production ts brought about. The labour of 
Watt 1n contriving the steam-engine was as essential a part of production 
as that of the mechanics who build or the engincers who work the instru- 
ment ; and was undergone, no less than theirs, in the prospect of a re- 
muneration from the produce. The labour of invention 1s often estimated 
and paid on the very same plan as that of eaccution. Many manufacturers 
of ornamental goods have inventois in their employment, who receive 
wages or salaries for designing patterns, exactly as others do for copying 
them. All this 1s strictly part of the labour of production, as the Jabour 
of the author of a book 1s equally a part of its production with that of the 
printer and binder. 

In a national, or universal point of view, the labour of the savant, or 
speculative thinker, 1s as much a part of production im the very narrowest 
sense, as that of the inventor of a practical art; many such inventions 
having been the direct consequences of theoretic discoveries, and every 
extension of knowledge of the powers of natue being fiutful of applica- 
tions to the purposes of outward life. The clectro magnetic telegraph 
was the wonderful and most unexpected consequence of the experiments 
of Gérsted and the mathematical investigations of Amptre. and the 
modern art of navigation 1s an unforeseen emanation from the purely 
speculative and apparently merely cutious inquiry, by the mathematicians 
of Alexandria, into the properties of three curves formed by the inter- 
section of a plane surface and acone. No limit can be set to the i1m- 
portance, even in a purely productive and maternal point of view, of mere 
thought. Inasmuch, however, as these matenal fruits, though the result, 
are seldom the dnect purpose of the pursuits of savants, nor 1s their 1¢- 
muneration in geneial derived from the increased production which may 
be caused incidentally, and mostly after a long interval, by their dis- 
coveries ; this ultunate influence does not, for most of the purposes of 
political economy, require to be taken into consideration ; and speculative 
thinkers are gencrally classed as the producers only of the books, or other 
useable and saleable articles, which diuectly emanate from them. But 
when (as in political economy one should always be prepared to do) we 
shift our point of view, and consider not individual acts, and the motives 
by which they aie determined, but national and univeisal results, intel- 
lectual speculation must be looked upon as a most influential part of the 
productive labour of society, and the portion of its resources employed in 
carrying on and in 1emuncrating such labour, as a highly productive part 
of its expenditure. 

§ 9. In the foregoing survey of the modes of employing labour in 
furtherance of production, 1 have made little use of the popular distinction 
of industry into agricultural, manufacturmg, and commeicial. For, in 
truth, this division fulfils very badly the purposes of a classification. 
Many great branches of productive industry find no place in it, or not 
without much straining ; fer example (not to speak of hunters or fishers) 
the miner, the road-maker, and the sailor. The limit, too, between agri- 
cultural and manufacturing industty cannot be precisely drawn. The 
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miller, for instance, and the baker—are they to be reckoned among agri- 
culturists or among 4 sip eo Their occupation is in its nature 
manufacturing ; the focdd has finally parted company with the soil before 
it is handed over to them: this, however, might be said with equal truth 
of the thresher, the winnower, the makers of butter and cheese ; operations 
always counted as agncultural, probably because it 1s the custom for them 
to be performed by persons resident on the farm, and under the same 
superintendence as tillage. For many purposes, all these persons, the 
miller and baker inclusive, must be placed in the same class with plough- 
men and reapers. They are all concerned in producing food, and depend 
for their remuneration on the food produced ; where the one class 
abounds and flourishes, the others do so too; they form collectively the 
‘agricultural interest ; they render but one scrvice to the community by 
their united Jabours, and are paid from one common source. Even the 
tillers of the soil, again, when the produce 1s not food, but the materials 
of what are commonly termed manufactures, belong in many respects to 
the same division in the economy of society as manufacturers. The 
cotton planter of Carolina, and the wool grower of Australia, have more 
interests in common with the spinner and weaver than with the corn- 
grower. But, on the other hand, the industry which operates imme- 
diately upon the soil has, as we shall see hereafter, some properties on 
which many important consequences depend, and which distinguish it 
from all the subsequent stages of production, whether carried on by the 
same person or not ; from the industry of the thresher and winnower, as 
much as from that of the cotton spinner When I speak, therefore, of 
agricultural labour, I shall generally mean this, and this exclusively, 
unless the contrary is cithe: stated or implied in the context The term 
manufacturing 1s too vague to be of much use when precision 1s required, 
and when I employ it, I wish to be understood as intending to speak 
popularly rather than scientifically. 


CHAPTER TI. 
| OF UNPRODUCTIVF, LABOUR. 


§ 1. LABOUR Is indispensable to production, but has not always 
production for its effect. There 1s much labour, and of a Ingh order 
of usefulness, of which production 1s not the object. Labour has accord- 
ingly been distinguished into Productive and Unproductive. There has 
been not a little controversy among political economists on the question, 
what kinds of labour should be 1eputed to be unproductive ; and they 
have not always pgyceived that there was in reality no matter of fact in 
dispute between them. 

Many writers have been unwilling to class any labour as productive, 
unless its result *% palpable in some material object, capable of being 
transferred fiom onc person to another. There are others (among whom 
are Mr. M’Culloch and M. Say) who, looking upon the word unproductive 
as a term of disparagement, remonstrate against imposing it upon any 
Jabour which is regarded as useful—which produces a benefit or a 
pleasure worth the cost. The labour of officers of government, of the 
army and navy, of physicians, lawyers, te&chers, musicians, dancers, 
actors, domestic servants etc. whenethey really accomplish what they are 
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paid for, and are not more numerous than is requited for its performance, 
ought not, say these writers, to be ee ae A as unproductive, an 
expression which they appear to regard as synonymous with wasteful or 
worthless. But this secms to me a misunderstanding of the matter 
in dispute. Production being the sole end of human existence, the term 
unproductive does not neccssarily imply any stigma; nor was ever 
intended to do so in the present case. The question 1s one of mere 
language and classification. Differences of language, however, are by no 
means unimportant, even when not greunded on differences of opinion ; 
for though either of two expressions may be consistent with the whole 
truth, they gencrally tend to fix attention upon different parts of it. We 
must therefore enter a little into the conside1ation of the various meanings 
which may attach to the words productive and unproductive when applied 
to labour. 

In the first place, even in what is called the production of material 
objects, 1t must be remembcred that what is produced is not the matter 
composing them. All the labour of all the human beings in the world 
could not produce one particle of matter. To weave broadcloth is but to 
re-arrange, in a peculiar manner, the particles of wool; to grow corn is 
only to put a portion of matter called a seed, into a situation where it can 
draw together particles of matter from the carth and air, to form the new 
combination called a plant. Though we cannot create matter, we can 
cause it to assume properties, by which from having been useless to us it 
becomes useful. What we produce, or desire to produce, is always, as M. 
Say nightly terms it, a utility. Labour is not creative of objects, but of 
utilities. Neither, again, do we consume and destroy the objects 
themselves ; the matter of which they were composed remains, more or 
less altered in form : what has really been consumed 15 only the qualities 
by which they were fitted for the purpose they have been applied to. It 
is, therefore, pertinently asked by M. Say and others—since, when we are 
said to produce objects, we only produce utility, why should not all 
labour which produces uttlity be accounted productive? Why refuse that 
title to the surgeon who sets a limb, the judge or Icgislator who confers 
security, and give it to the lapidary who cuts and polishes a diamond? 
Why deny it to the teacher from whom I learn an art by which I can gain 
my bread, and accoid it to the confectioner who makes bonbons for the 
momentary pleasure of a sense of taste? 

It is quite true that all these kinds of labour are productive of utility ; 
and the question which now occupies us could not have been a question at 
all, if the production of utility were enough to satisfy the notion which 
mankind have usually formed of productive Jabour. Pioduction, and 
productive, are of couse elliptical expressions, involving the idea of a 
something produced, but this something, 1n commen apprchension, I 
conceive to be, not utility, but Wealth. Productive labour means labour 
productive of wealth. We are recalled, therefore, to the question 
touched upon in our first chapter, what Wealth 1s, and whether only 
material products, or all useful products, are to be included in it. 

§ 2. Now the utilities produced by labour are of three kinds, They 
are, 

First, utilities fixed and embodied in outward objects; by labour 
employed in investing extgrnal material things with properties which 
render them serviceable to human beings. This isthe common case, and 
Acquires no illustration, 
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Secondly, utilities §xed and embodied in human beings; the labour 
being in this case eMployed in conferring on human beings qualities 
which render them seiviccable to themselves and others. To this class 
belongs the labour of all concerned in education ; not only schoolmasters, 
tutors and professors, but governments, so far as they aim successfully at 
the improvement of the people; moralists, and clergymen, as far as 
productive of benefit ; the labour of physicians, as far as instrumental in 
preserving life and physical oremental efficiency ; of the teachers of 
bodily exercises, and of the various trades, sciences, and arts, together 
with the labour of the learners in acquiring them; and all labour 
bestowed by any persons, thioughout Iife, in improving the knowledge 
or cultivating the bodily or mental faculties of themselves or others. 

Thirdly and lastly, utilities not fixed or embodied in any object, 
but consistmg in a mere service rendered; a pleasme given, an in- 
convenience or a pain aveited, during a longer or shorter time, but with- 
out leaving a permanent acquisition m the improved qualities of any 
peison or thing; the labour being employed in producing a utility 
directly, not (as in the two former cases) 1n fitting some other thing to afford 
a utility. Such, for example, 1s the labour of the musical perfoimer, the 
actor, the public declaimer or reciter, an@ the showman Some good 
may no doubt be produced, beyond the moment, upon the feeling and 
disposition, or general state of enjoyment of the spectators ; or instead of 
good there may be harm ; but neither the one nor the other is the effect 
intended, 1s the result for which the eahibitor works and the spectator 
pays ; nothing but the immediate pleasure. Such, again, is the labour of 
the army and navy: they, at the best, prevent a country from being 
conquered, o1 from being myured and insulted, which is a service, but in 
all other respects leave the country neither improved nor deteriorated. 
Such, too, is the labour of the legislator, the judge, the officer of justice, and 
all other agents of government, 1n their ordinary functions, apart from any 
influence they may exert on the improvement of the national mind. The 
service which they render, is to maintain peace and security; these 
compose the utility which they produce. It may appear to some, that 
carners, and merchants or dealers, should be placed in this same class, 
since their labour does not add any properties to objects: but I reply that 
It does: it adds the property of being in the place where they are 
wanted, instead of being in some other place: which is a very useful pro- 
perty, and the utility it confers is embodied in the things themselves, 
which now actually are in the place where they are required for use, and 
In consequence of that increased utility could be sold at an increased 
price, pioportioned to the labour e,pended in conferring it. This 
labour, therefore, does not belong to the third class, but to the first. 

§ 3. We have now to consider which of these three classes of labour 
should be accounted productive of wealth, since that is what the 
term productive} when used by itself, must be understood to import. 
Utilities of the third class, consisting in pleasures which only exist 
while being enjoyed, and services which only exist while being 
performed, cannot be spoken of as wealth, except by an acknowledged 
metaphor, It is essential to the idea of wealth to be susceptible of 
accumulation: things which cannot, after being produced, be kept for 
some time before being used, are never, I think, regarded as wealth, 
since however much of them may@e produced and enjoyed, the person 
benefited by them is no richer, is nowise improved in circumstances. 
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But there is not so distinct and positive a violationfof usage in consider- 
ing as wealth any product which is both usef&l and susceptible of 
accumulation. The skill, and the energy and perseverance, of the 
artisans of a country, are reckoned part of its wealth, no less than their 
tools and machinery. According to this definition, we should regard all 
Jabour as productive which 1s employed in creating permanent utilities, 
whether embodied in human beings, or 1n any other animate or inanimate 
objects. And this nomenclature I havepin a former publication,® recom- 
mended, as the most conformable to the ends of classification, though not 
strictly conformable to the customs of language 

But in applying the term wealth to the industrial capacities of human 
beings, there seems always, in popular apprehension, to be a tacit refer- 
ence to material products The skill of an artisan 1s accounted wealth, 
only as being the means of acquiring wealth in a material sense ; and any 
qualities not tending visibly to that object are scarcely so reyarded at all. 
A country would hardly be said to be ncher, except by a metaphor, how- 
ever precious a possession it might have in the genius, the virtues, or the 
accomplishments of its inhabitants ; unless indeed these were looked upon 
as marketable articles, by which it could attract the material wealth of 
other countries, as the Greeks of old, and several modern nations have 
done. While, thercfore, I should prefer, were I constructing a new tech- 
nical language, to make the distinction turn upon the permanence rather 
than upon the mateniality of the product, yet when employing terms which 
common usage has taken complete possession of, 1t seems advisable so to 
employ them as to do the least possible violence to that usage ; since any 
improvement in terminology obtained by straming the received meaning 
of a popular phrase, 1s generally purchased beyond its value, by the 
obscurity arising fiom the conflict between new and old associations, 

I shall therefore, in this treatise, when speaking of wealth, understand 
by it only what is called mateial wealth, and by productive labour only 
those kinds of exertion which produce utilities embodied in material 
objects. But in limiting myself to this sense of the word, I mean to avail 
myself of the full extent of that restricted acceptation, and | shall not 
refuse the appellation productive, to labour which yields no material pro- 
duct as its direct result, provided that an increase of material products 1s 
its ultimate consequence. Thus, labour expended in the acquisition of 
manufacturing skill, I class as pioductive, not in virtue of the shill itself, 
but of the manufactured products created by the skill, and to the creation 
of which the labour of Icarnmy the trade 1s essentially conducive. The 
labour of officers of goveinment 1m affording the pi otection which, afforded 
in some manner or other, is indispensable to the prosperity of industry, 
must be classed as productive even of material wealth »because without it 
material wealth, in anything like its present abundance, could not exist. 
Such labour may be said to be productive indirectly or mediately, in 
opposition to the labours of the ploughman and the cottdn-spinner, which 
are productive immediately. They are all alike in this, that they Jeave 
the community richer in material products than they found it; they 
increase, or tend to increase, material wealth. 

§ 4. By Unproductive Labour, on the contrary, will be understood 
labour which does not terminate in the creation of mater.al wealth; 
which, however largely or successfully practised, does not render the 

.* Essays on some Unsettled Questions éf Political Economy, Essay WI, On 
the words Productive and Unproductive. 
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community, and the yworfd at large, richer in material products, but 
poorer by al] that is consumed by the labourers while so employed. 

All labour 1s, in the language of political economy, unproductive, which 
ends in immediate enjoyment, without any increase of the accumulated 
stock of permanent means of enjoyment. And all Jabour, according to 
our present definition, must be classed as unproductive, which terminates 
in a permanent benefit, however important, provided that an increase of 
material products furms no part of that benefit. The labour of saving a 
fiicnd’s life 1s not productive, unless the friend 1s a productive labourer, 
and produces more than he consumes. To a religious person the saving 
of a soul must appear a far more important service than the saving of a 
life ; but he will not the:efo1e call a missionary or a clergyman productive 
labourers, unless they teach, as the South Sea Missionaries have in some 
cases done, the arts of civilization in addition to the doctrines of religion. 
It 1s, on the contrary, evident that the greater number of missionaries or 
clergymen a nation maintains, the less it has to expend on other things ; 
while the more it expends judiciously in keeping agriculturists and manu- 
facturers at work, the more it will have for every other purpose Ly the 
former 1t dimimishes, cafevis paribus, ts stock of maternal products ; by 
the latter, it increases them. . 

Unproductive may be as useful as productive labour; it may be more 
useful, even in point of permanent advantage ; or 1ts use may consist only 
in pleasurable sensation, which when gone leaves no tiace ; or 1t may not 
afford even this, but may be absolute waste. In any case society or man- 
kind grow no richer by it, but poorer All material products consumed 
by anyone while he produces nothing, aie so much subtiacted, for 
the time, fiom the material products which society would otherwise have 
possessed. But though society grows no richer by unproductive labour, 
the individual may. An unproductive labourer may receive for his labour, 
from those who derive pleasure or benefit from it, a remuneration which 
may be to him a considerable source of wealth ; but his gain 15 balanced 
by their loss : they may have received a full equivalent for their expendi- 
ture, but they are so much poorer by 1t. When a tailor makes a coat and 
sells it, there is a transfer of the price from the customer to the talon, and 
a coat besides which did not previously exist ; but what 19 gained by an 
actor is a mere transfer from the spectator’s funds to his, leaving no 
article of wealth for the spectator’s ndemnification. Thus the community 
collectively gains nothing by the actor’s labour; and it loses, of his 
receipts, all that portion which he consumes, retaining only that which he 
lays by. A community, however, may add to its wealth by unproductive 
labour, at the expense of other communities, as an individual may at the 
expense of other individuals. The gains of Italian opera singers, German 
governesses, French ballet dancers, etc, are a source of wealth, as far as 
they go, to their respective countries, if they return thither. ‘The petty 
States of Greecegespecially the ruder and more backward of those states, 
were nurseries of soldiers, who hued themselves to the princes and 
Satraps of the East to carry on useless and destructive wars, and icturned 
with their savings to pass their declining years in theu own country : 
these were unproductive labouieis, and the pay they received, together 
with the plunder they took, was an outlay without return to the countries 
which furnished it ; but, though no gain t# the world, it was a gain to 
Greece. Ata later period the same country and its colonies supplied the 
Roman empire with another class of adventurers, who, under the name ef 
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philosophers or of rhetoricians, taught, to the Youth of the higher classé, 
what were esteemed the most valuable accomplishments : these were 
mainly unproductive labourers, but their ample recompense was a source 
of wealth to their own country. In none of these cases was there any 
accession of wealth to the world. The services of the labourers, if usefal, 
were obtained at a saciifice to the world of a portion of material wealth ; 
if useless, all that these labourcrs consumed was waste. 

To be wasted, however, 1s a habilyy not confined to unproductive 
labour. Productive labour may equally be waste, if more of it is expended 
than really conduces to production. If defect of skill in labourers, or of 
judgment in those who dnect them, causes a misapplication of p1oductive 
industry ; 1f a faimer perseveres in ploughing with three horses and two 
men, when experience has shown that two horses and one man are suffi- 
cient, the surplus labour, although employed for purposes of production, 
is wasted If anew process is adopted which proves no better, or not so 
good as those before in use, the labour eapended in perfecting the inven- 
tion and in carrying it into practice, though employed for a productive 
pui pose, 1s wasted. Productive labour may 1endet a nation poorer, if the 
wealth it produces, that 1s, the increase it makes m the stock of useful or 
agreeable things, be of a king not immediately wanted : as when a com- 
modity is unsaleable, because produced in a quantity beyond the present 
demand ; orwhen speculators build docks and waiehouses before there is 
any trade. The bankiupt states of North America, with their premature 
railways and canals, have made this kind of mistake , and it remains to 
be shown whether Fnyland, in the dispropoitionate development of rail- 
way enterprise, has not followed the example. Labour sunk in expectation 
of a distant return, when the yreat exiyencies o1 limited resources of the 
community require that the return be rapid, may leave the country not 
only poorer in the meanwhile, by all which those Jabourers consume, but 
less 1ich even ultimately than 1f immediate returns had been sought in the 
first instance, and enterprises for distant profit postponed. 

§ 5. The distinction of Productive and Unproductive 1s applicable to 
Consumption as well as to Labour. All the inembeis of the community 
are not labourers, but all are consumers, and consume eithe: unpioduc- 
tively or productively. Whoever contributes nothing directly or indirectly 
to production, is an unproductive consumer. The only productive con- 
sumers are productive labourers ; the labour of duection being of course 
included, as well as that of execution But the consumption even of pro- 
ductive labouiers 1s not all of it Productive Consumption. There is 
unproductive consumption by productive consumers. What they consume 
in keeping up or improving then health, strength, and capacities of work, 
or in raising other productive labourers to succeed them, is Productive 
Consumption. But consumption on pleasures or luxuries, whether by the 
idle or by the industrious, since production 1s neither 1s object nor is in 
any way advanced by it, must be reckoned Unproductive with a reserva- 
tion perhaps of a certain quantum of enjoyment which may be classed 
among necessaries, since anythine short of it would not be consistent 
with the yreatest efficiency of labour ‘That alone 1s productive consump- 
tion, which goes to maintain and increase the productive powers of the 
community ; cither those residing in its soil, in its materials, in the 
number and efficiency of its"nstruments of production, or in its people. 

There are numerous products which may be said not to admit of being 
consumed otherwise than unproductively. The annual consumption of 
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gdd lace, pineapples, or @hampagne, must be reckoned unproductive, 
Since these things givelno assistance to production, nor any support to life 
orstrength, but what would equally be given by things much iess costly. 
Hence it might be supposed that the labour employed in producing them 
ought not to be regarded as productive, in the sense in which the term 15 
understood by political economists. I yrant that no labour really tends 
to ‘he enrichment of socicty, which is employed in producing things for 
theuse of unproductive consumers. The tailor who makes a coat fora 
mar who produces nothing, 1s a ptoductive labourer, but in a few weeks 
or months the coat 1s woin out, while the wearer has not produced any- 
thing to replace it, and the community 1s then no richer by the labour of 
the aor, than if the same sum had been paid for a stall at the opera. 
Nevertheless, society has been richer by the labour while the coat lasted, 
thatis, until society, through one of its unproductive members, chose to 
consume the produce of the labour unproductively The case of the gold 
lace or the pmeapple 1s no further different, than that they are still further 
removed than the coat from the character of necessaries. ‘These things 
also are wealth until they have been consumed. 

§ 4 We sce, however, by this, that there 1s a distinction, more important 
to the wealth of a community than even that between productive and un- 
productive labour ; the distinction, namely, Between labour for the supply 
of productive, and for the supply of unproductive consumption ; between 
labour employed in keeping up o1 in adding to the productive resources 
of tie country, and that which is employed otherwise. Of the produce of 
the country, a part only 1s destined to be consumed productively ; the 
remainder supplies the unproductive consumption of producers, and the 
entire consumption of the unproductive classes. Suppose that the pio- 
portion of the annual produce apphed to the first purpose amounts to 
half, then one-half the productive laboweis of the country are all that 
are employed in the operations on which the permanent wealth of the 
country depends, The other half are occuped from year to year and 
from generation to generation in producing things which are consumed 
and disappear without return; and whatever this half consume ts as com- 
pletely lost, as to any permanent effect on the national 1esources, as if it 
were consumed unproductively. Suppose that this second half of the 
labouring population ceased to work, and that the government or their 
parishes maintained them in idleness for a whole year: the first half 
would suffice to produce, as they had done before, their own necessaries 
and the necessarics of the second half, and to keep the stock of materials 
and implements undiminished + the unproductive classes, indeed, would 
be either starved or obliged to produce thei own subsistence, and the 
whole community would be 1educed dumny a year to bare necessaries ; 
but the sources of*production would be unimpaired, and the next year 
there would not necessarily be a smalle: produce than if no such interval 
of inactivity had, occurred ; while if the case had been reversed, if the 
fust half of the labouers had suspended thei accustomed occupations, 
and the second half had continued theirs, the country at the end of the 
twelvemonth would have been entirely impoverished. 

It would be a great error to 1egiet the large proportion of the annual 
produce, which in an opulent country goes to supply unproductive con- 
sumption. It would be to lament that theecommunity has so much to 
Spare from its necessities, for its pleasures and for all higher uses. This 
portion of the produce 1s the fund*from which all the wants of the com- 
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munity, other than that of mere living, are pyovided for; the measure of 
its means of enjoyment, and of its power of acco plishing all purposes 
not productive. That so gieat a surplus should’ be available for such 
purposes, and that it should be applied to them, 1s a subject only of con- 
gratulation. The things to be 1egretted, and to be remedied, are the 
prodigious inequality with which this surplus is distributed, and the lage 
share which falls to the lot of persons who render no equivalent service in 
return ; topics of the greatest importance, but for the discussion of whch, 
the proper place 1s in another division «af our inquiry, 


CHAPTER IV. 
OF CAPITAL. 


§ 1. I1 has been seen in the preceding chapters that, besides the primary 
and universal 1equisites of production, labour and natural agents, there 1s 
another requisite without which no productive operations, beyond the 
rude and scanty beginnings of primitive industry, are possible: namely, 
a stock, previously accumulated, of the products of former labour. This 
accumulated stock of the produce of labour 1s termed Capital. The 
function of Capital in production, it 1s of the utmost importance tho1oaghly 
to understand, since a number of the erroneous notions with which our 
subject 15 infested ongimate in an imperfect and confused apprehension 
of this point 

Capital, by persons wholly unused to reflect on the subject, 1s supposed 
to be synonymous with money ‘To expose this misapprehension, weuld 
be to repeat what has been sud in the introductory chapter. Money 1s 
no more synonymous with capital than it is with wealth = Money cannot 
in itself perform any part of the office of capital, since it can afford no 
assistance to production To do this, it must be exchanged for other 
things ; and anything, which 1s susceptible of bemg exchanged for other 
things, 1s capable of contributing to production in the same degree. 
What capital does for production, 15 to afford the shelter, protection, tools 
and materials which the work requires, and to feed and othe: wise maintain 
the labomers during the process. These are the services which piesent 
labour requires from past, and from the produce of past, labour. What- 
ever things are destined for this use —destined to supply productive labour 
with these various prerequisites— are Capital 

To famiharize ourselves with the conception, let us consider what is 
done with the capital invested in any of the branches of business which 
compose the productive industry of a country. A manufacturer, for 
example, has one part of his capital in the form of beddings, fitted and 
destined for carrying on his branch of manufacture. Another part he has 
in the form of machinery A third consists, 1f he be a spinner, of raw 
cotton, flax, or wool, if a weaver, of flaxen, woollen, silk, or cotton, 
thiead ; and the hke, according to the nature of the manufacture Food 
and clothing for his operatives, it 1s not the custom of the present age 
that he should directly provide ; and few capitalists, except the producers 
of food or clothing, have any portion, worth mentioning, of their capital, 
in that shape. Instead of this, each capitalist has money, which he pays 
to his workpeople, and so erfables them to supply themselves . he has also 
finished goods in his warehouses, by-the sale of which he obtains morg 
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money, to employ in the sgme manner, as well as to replenish his stock 
of materials, and to reblace his buildings and machineiy when worn out. 
His money and finished goods, however, are not wholly capital, for he 
does not wholly devote them to these purposes . he employs a part of the 
one, and of the proceeds of the other, in supplymg his personal con- 
sumption and that of his family, or in hiring grooms and valets, or main- 
taining hunters and hounds, or i educating his childien, or in paying 
taxes, or in charity. What then 1s ns capital? Precisely that part of 
his vossessions, whatever it be, which he designs to employ in carrying 
on fresh production It is of no consequence that a part, or even the 
whole of it, 1s in a form in which it cannot directly supply the wants of 
labourers. 

Suppose, for instance, that our capitalist 1s a hardware manufacturer, 
and that his stock in trade, over and above his machinery, consists at 
present wholly in iron goods — Tion goods cannot feed labourers. Never- 
theless by a mere chanve of the destination of these 10n goods, he can 
cause laboureis to be fed. Suppose that with a portion of the proceeds 
he intended to maintain a pack of hounds, or an establishment of servants ; 
and that he changes his intention, and employs it in his business, paying 
itm wages to additional workpeople These workpeople are enabled to 
buy and consume the food which would otherwise have been consumed 
by the hounds or by the servants; and thus without the employer's 
having seen or touched one particle of the food, his conduct has deter- 
mined that so much more of the food custing in the country has been 
devoted to the use of productive labourers, and so much less consumed 
in a manner wholly unproductn.e = Nowvary the hy pothesis, and suppose, 
that what is thus paid in wages would otherwise have been laid out not 
in feeding servants or hounds but m buying plate and jewels. and in 
order to rende: the effect perceptible, let us suppose that the change takes 
place on a considerable scale, and that a large sum is diverted from 
buying plate and jewels to cmploying productive Jabourers, whom we 
shall suppose to have been previously hike the Imsh peasantry, only half 
employed and half fed, The labourers, on 1eceining their increased 
wages, will not lay them out in plate and jewels, but in food. There is 
not, however, additional food im the country, nor any unproductive 
Jabourets or animals, as in the former case, whose food 1s set free for 
productive purposes. ood will therefore be imported if possible . if not 
possible, the labowers will 1emain for a season on then short allowance: 
but the consequence of this change in the demand for commodities, 
occasioned by the change im the expenditure of capitalists from unpro- 
ductive to productive, 1s that next year more food will be produced, and 
less plate and jewellery So that agam, without haying had anything to 
do with the food @é the labourers dicctly, the conversion by individuals 
of a portion of their property, no matter of what sort, from an unpro- 
ductive destination to a productive, has had the effect of causing more 
food to be appropriated to the consumption of productive labowers. The 
distinction, then, between Capital and Not-capital, does not Jie in the 
kind of commodities, but in the mind of the capitalist—in his will to 
employ them for one pwipose rather than another; and all property, 
however 111 adapted in itself for the use of labourers, 1s a part of capital, 
so soon as it, or the value to be received from it, 15 set apart for productive 
employment. The sum of all the values so destined by their respective 
possessors, composes the capital of she country, Whether all those values 
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are in a shape directly applicable to productive aes makes no difference 
Once appropriated to that end, they do not fail to find a way of trans- 
forming themselves into things fitted to be applied to it. 

§ 2. As whatever of the produce of the country 1s devoted to production 
is capital, so, conversely, the whole of the capital of the country 1s devoted 
to production. This second proposition, however, must be taken with 
some limitations and explanations. A fund may be seeking for productive 
employment, and find none, adapted to the inclinations of its possessor : 
it then is capital still, but unemployed Capital. Or the stock may consist 
of unsoid goods, not susceptible of duect application to productive uses, 
and not, at the moment, marketable — these, until sold, are in the condition 
of unemployed capital Again, artificial or accidental Cucumstances may 
render it necessary to possess a Jaiver stock in advance, that is, a larger 
capital, before entering on production, than 1s 1equied by the nature of 
things. Suppose that the government lays a tay on the production in one 
of its earher staves, as, for instance, by taxing the matenal The manu- 
facturer has to advance the tax, before commencing the manufacture, and 
is therefore under a necessity of having a larger accumulated stock than 
is required for, or 1s actually employed in, the production which he cares 
on. He must have a larger capital, to maintain the same quantity of 
productive labour ; or (what "is equivalent) with a given capital he main- 
tains less labour. This mode of levying taxes, therefore, hmits un- 
necessarily the industry of the countiy a portion of the fund destined by 
its owners for production bemy diverted from its purpose, and kept ina 
constant state of advance to the government 

For another example ; a farmei may ente: on his farm at such a time 
of the yeai, that he may be 1equiued to pay one, two, or even three 
quarters’ rent before obtaining any 1etuin from the produce. This, there- 
fore, he is compelled to pay out of his capital Now rent, when paid for 
the land itself, and not for improvements made in it by labour, 1s not a 
productive expenditure It 1s not an outlay for the support of labour, or 
for tne provision of implements or materials the produce of labou: It is 
the price paid for the use of an appropnated natural apent. ‘That natural 
agent is indeed as indispensable (and even more so) as any implement : 
but the having to pay a piice for it, 1s not. In the case of the implement 
(a thing produced by labour} a price of some soit 1s the necessary con- 
dit.on of its existence but the land exsts by nature. The payment for 
it, therefore, 1s not one of the expenses of production ; and the necessity 
of making that payment out of capital, makes it requisite that there 
should be a yreater capital, a gicate: antecedent accumulation of the 
produce of past Jabour, than is naturally necessary, or than is needed 
where land 1s occupied on a different system. This eatra capital, though 
intended by its owners for production, 1s in reality erfployed unproduc- 
tively, and annually replaced, not from any produce of its own, but from 
the produce of the labour supported by the 1emainder, of the farmet’s 
capital. 

“nally, that large portion of the productive capital of a country which 
is employed in paying the wages and salaries of Jaboureis, evidently is 
not, all of it, strictly and indispensably necessary for production, As 
much of it as eacecds the actual necessanes ef life and health (an excess 
which in the case of skilleg' labowers 1s usually considelable) is not 
expended in supporting Jabour, but in remunerating it, and the labourers 
cquld wait for this part of then re:fiuneration until the production is 
completed ; it needs not necessarily pre-exist as capital: and if they 
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unfoitunately had to forego it altogether, the same amount of production 
might take place. In order that the whole remuneration of the labourers 
should be advanced to them in daily or weckly payments, there must 
exist in advance, and be appiopriated to productive use, a greater stock, 
or capital, than would suffice to carry on the existing extent of produc- 
tion : greater, by whatever amount of remuneration the labourers receive, 
beyond what the self-inte:est of a piudent slave master would assign to 
his slaves. In truth, it 1s only gfter an abundant capital had already 
been accumulated, that the practice of paying in advance any remunera- 
tion of labour bevond a baie subsistence, could possibly have arisen: 
since whatever 1s so paid, 15 not 1eally appled to production, but to the 
unproductive consumption of productive labourers, indicating a fund for 
production sufficiently ample to adin:r of habitually diverting a part of it 
to a mere convenience 

It will be observed that I have assumed, that the labourers are always 
subsisted from capital and this is obviously the fact, although the 
capital needs not necessarily be furnished by a person called a capitalist. 
When the labourer maintains himself by funds of his own, as when a 
peasant-faimer or propnetor hyves on the produce of his land, or an 
artisan works on his own account, they are gull supported by capital, that 
1s, by funds provided in advance ~=‘The peasant does not subsist this year 
on the produce of this year’s harvest, but on that of the last. The artisan 
is not living on the procecds of the work he has in hand, but on those of 
work pieviously executed and disposed of | Fach 1s supported by a small 
capital of his own, which he periodically replaces from the produce of 
his labour, The large capitalist 1s, in hke manner, maintained from 
funds provided in advance. If he personally conducts his operations, as 
much of his expenditure on himself and family as does not exceed a fair 
remuneiation of his labou at the market price, must be considered as a 
part of his capital, expended, hke any other capital, for production : and 
his personal consumption, so far as it consists of necessaries, 1s produc- 
tive CONsSUMption. 

§ 3. At the usk of being tedious, I must add a few more illustrations, 
to bring out into a stil stronger and clearer light the idea of Capital. 
As M Say truly remarks, it 1s on the very elements of our subject that 
illustiation is most uscfully bestowed, since the greatest errors which 
prevail in it may be traced to the want of a thorough mastery over the 
elementary ideas. Nor is this suprising a branch may be diseased 
and all the iest healthy, but unsoundness at the 100t diffuses unhealthi- 
ness through the whole tice 

Let us therefore consider whether, and m what cases, the property of 
those who Ine on the interest of what they possess, without bemy  per- 
sonally engaged mm production, can be regaided as capital It 1s so 
called m common language, and, with reference to the mdtvidual, not 
Improperly, AK funds fiom wlich the possessor derives an imcome, 
which income he can use without smking and dissipating the fund itself, 
are to him equivalent to capital But to transfer hastily and inconsider- 
ately to the general point of view, propositions which are true of the 
Individual, has been a source of innumerable e1ots im political economy. 
In the present instance, that which is virtually capital to the individual, 
IS Or is not capital to the nation, accordi%y as the fund which by the 
Supposition he has not dissipated, has or has not been dissipated by 
somebody else. : 
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For example, let property of the value of ten thcusand pounds belongs 
ing to A, be lent to B, a farmer or manufacturer, and employed profitably 
in B’s occupation. It is as much capital as if it belonged to B. A ig 
really a farmer or manufacturer, not personally, but in respect of his 
property. Capital worth ten thousand pounds 1s employed in produc- 
tion—in maintaining labourers and providing tools and materials ; which 
capital belongs to A, while B takes the trouble of employing it, and 
receives for his remuneration the diffg’ence between the profit which it 
yields and the interest he pays to A | This case 15 the simplest of all. 

Suppose next that A’s ten thousand pounds, instead of being lent to B, 
are lent on mortgage to C, a landed pioprietor, and by him employed in 
improving the productive powers of his estate, by fencing, draining, road- 
making, or permanent manures. This is productive employment The 
ten thousand pounds are sunk, but not dissipated. They yield a per- 
manent return. the land now affords an incicase of produce, sufficient, 
in a few years, if the outlay-has been judicious, to replace the amount, 
and in time to multiply it manifold Here, then, 1s a value of ten thou- 
sand pounds, employed in increasing the produce of the country. This 
constitutes a capital, for which C, if he lets his land, receives the returns 
in the nominal form of increised rent, and the mortgage entitles A to 
receive from these icturns, in the shape of interest, such annual sum as 
has been avrecd upon between them. We will now vary the circum. 
stances, and suppose that C does not employ the loan in improving his 
land, but in paving off a forme: and more onerous mortgage, or in making 
a provision for children Whether the ten thousand pounds thus 
employed are capital or not, will depend on what 1s done with the 
amount by the ultimate receiver If the clildien invest their fortunes in 
"a productive employment, or the mortgagee on being paid off lends the 
amount to another landholder to improve his land or to a manufacturer 
to extend his business, it 1s still capital, because productively employed. 

Suppose, however, that C, the borrowing landloid, 1s a spendthrift, 
who burthens his land not to increase his fortune but to squander it, 
expending the amount in ecquipages and enteitamments In a year or 
two it 1s dissipated, and without return A ois as nich as before, he has 
no longer his ten thousand pounds, but he has a licn on the lund, which he 
could still sell forthat amount C, however, 15 ten thousand pounds poorer 
than formerly ; and nobody isnicher. It may be said that those are necher 
who have made profit out of the money while it was being spent No 
doubt if C lost it by vaming, or was cheated of it by his servants, that is 
a mere transfer, not a destruction, and those who have gained the amount 
may employ it productively. But if C has received the fan value for his 
expenditure in articles of subsistence or luxury, which he has consumed 
on himself, or by means of his servants or guests, these articles have 
ceased to exist, and nothing has been produced to replace them. while 
if the same sum had becn employed in farminy or m&nufacturing, the 
consumption which would have taken place would have been more than 
balanced at the end of the year by new products, created by the hands 
of those who would in that case have becn the consumers, By C’s 
prodigality, that which would have been consumed with a return, 1s 
consumed without return, C’s tradesmen may have made a profit during 
the process; but if the cafital had been expended productively, an 
equivalent profit would have been,made by builders, fencers, tool- 
makers, and the tradespeople who supply the consumption of the labour- 
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ing classes ; while at she &xpiration of the time (to say nothing of any 
increase), C would have had the ten thousand pounds or its value 
replaced to him, which now he has not. There 1s, therefore, on the 
general iesult, a difference to the disadvantage of the community of at 
least ten thousand pounds, being the amount of C’s unproductive expen- 
diture. To A, the difference 1s not material, since his income 1s secuied 
to him, and while the security 1s good, and the market 1ate of interest the 
same, he can always sell the mortgage at its orginal value. To A, 
theiefore, the lien of ten thousand pounds on C’s estate is virtually a 
capital of that amount ; but 1s it so in reference to the community? It is 
not. A had a capital of ten thousand pounds, but this had been extin- 
guished —dissipated and destroyed by C’s prodigality. A now receives 
his income, not from the produce of his capital, but from some other 
source of income belonging to C, probably fiom the rent of his land, that 
is, from payments made to him by farmers out of the produce of shes 
capital. ‘J he national capital 1s diminished by ten thousand pounds, and 
the national income by all which those ten thousand pounds, employed 
as capital, would have produced. ‘Ihe loss does not fall on the owner of 
the destroyed capital, since the destioyer has agreed to indemnify him for 
it. But his loss 1s only a small portion of that sustained by the com- 
munity, since what was devoted to the u8e and consumption of the 
propuetor, was only the interest, the capital itself was, or would have 
been, employed in the peipetual maintenance of an equivalent number of 
labourers, regularly reproducing what they consumed. and of this main- 
tenance they are deprived without compensation, 

Let us now vary the hy pothesis still further, and suppose that the money 
is borrowed, not by a landlord, but by the state. A lends his capital to 
government to curry on a war he buys from the state what are called 
government securities ; that 1s, obligations by the government to pay a 
certain annualincome — If the povernment employed the money in making 
a railroad, this mizht be a productive employment, and A’s property 
would still be used as capital ; but since it 1s employed in war, that 1s, mn 
the pay of officers and soldiers who pioduce nothing, and in destroying a 
quantity of gunpowder and bullets without return, the government is in 
the situation of C, the spendthrift landlord, and .\’s ten thousand pounds 
are so much national capital which once existed, but exists no longer : 
virtually thrown into the sea, as far as wealth or production 1s concerned ; 
though for other 1casons the employ ment of 1t may have been justifiable. 
A’s subsequent income 1s derived, not from the produce of his own capital, 
but from taxes diawn from the produce of the remaining capital of the 
community ; to whom his capital is not yielding any return, to indemnify 
them for the payment ; it 1s lost and gone, and what he now possesses is 
a claim on the retutns to other people’s capital and industry. This clam 
he can sell, and get back the equivalent of his capital, which he may 
afterwards empley productively. True; but he does not get back his own 
capital, or anything which it has produced: that, and all its possible 
returns, are c\tinguished: what he gets is the capital of some other 
person, which that peison is willing to exchange for his hen on the 
taxes. Another capitalist substitutes himself for A as a mortgagee of the 
public, and A substitutes himself for the other capitalist as the possessor 
of a fund employed in production, or availalde for it. By this exchange 
the productive powers of the community are neither increased not 
diminished. The breach in the capital of the country was made when 
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the government took A’s money : whereby a value of ten thousand pounds 
was withdrawn or withheld from productive employment, placed in the 
fund for unproductive consumption, and destroyed without equivalent, 


CHAPTER V. 
FUNDAMENTAL PROPOSITIONS RESPECTING CAPITAL, 


° § 1. IF the preceding explanations have answered their purpose, they 
have given not only a sufficiently complete possession of the idea of 
Capital according to its definition, but a saficient familiarity with it mn 
the concrete and amidst the obscurity with which the complication of in- 
dividual circumstances surrounds it, to have prepared even the unpractised 
reader for certain elementary propositions o1 theo1ems respecting capital, 
the full comprehension of which 1s already a considerable step out of 
darkness into light. 

The first of these propositions is, That industry is limited by capital. 
This is so obvious, as to be taken for granted in many common forms of 
speech ; but to sce a truth occasionally 1s one thing, to 1ecognise it 
habitually, and adinit no propositions inconsistent with it, 1s another. The 
axiom was until Jately almost universally disregarded by legislators and 
political writers; and doctrines mieconcileable with 1t are still very 
commonly professed and inculcated. 

The following are common expressions, implying its truth. The act ot 
directing industry to a particular employment 1s described by the phrase 
‘applying capital’ to the eniployment To employ industry on the land 
is to apply capital to the land To employ labour in a manufacture 1s to 
invest capital in the manufacture ‘This imphes that industry cannot be 
employed to any greater extent than there js capital to invest. The 
proposition, indeed, must be assented to as soon as it 1s distinctly 
apprehended. The expression ‘applying capital’ is of course meta- 
phoricl ; what is really apphed 1s labour, capital being an indispensable 
condition. Ayain, we often speak of the ‘productive powers of capital.’ 
This expression 19 not literally correct. The only productive powers ale 
those of labour and natural agents ; or if any poition of capital can by a 
stretch of language be said to have a productive power of its own, it is 
only tools and machinery, which, he wind or water, may be said to 
co-operate with labour. The food of labourers and the matenials ot 
production have no productive power; but Jabour cannot excit its pro- 
ductive power unless provided with them. There can be no moie 
industry than is supphed with matenals to work upeand food to eat. 
Self-evident as the thing 1s, it 18 often forgotten that the people of a 
country are maintained and have their wants supplied, not by the produce 
of present labour, but of past. They consume what has been produced, 
not what is about to be produced. Now, of what has been produced, a 
part only is allotted to the support of productive labour ; and there will 
not and cannot be more of that labour than the portion so allotted (which 
is the capital of the country) can feed, and provide with the materials and 
instruments of production. | 

Yet, in disregard of a fact’so evident, it long continued to be believed 
that laws and governments, without creating capital, could create industry. 

ot by making the people more laborious, or incicasing the efficiency of 
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their labour: these age objects to which the government can in some 
degree contiuibute. But when the people already worked as hard and as 
skilfully as they could be made to do, it was still thought that the 
governinent, without providing additional funds, could create additional 
employment. A government would, by prohibitory laws, put a stop to 
the importation of some commodity ; and when by this it had caused the 
commodity to be produced at home, it would plume itself upon having 
enuched the country with a new branch of industry, would parade in 
statistical tables the amount of poduce yielded and labour employed in 
the production, and take ciedit for the whole of this as a gain to the 
country, obtained through the prohibitory law. Although this sort of 
political arithmetic has fallen a Jittle into discredit in England, it still 
floushes in the nations of Continental Europe. Had legislators been 
aware that industry 1s limited by capital, they would have seen that, the 
aggreyate capital of the country not having been increased, any portion 
of it which they by their laws had caused to be embarked in the newly- 
acquired bianch of industry must have been withdrawn or withheld from 
some other; in which it gave, or would have given, employment to 
probably about the same quantity of labour which it employs in its new 
occupation.* 

§ 2 Because industry 1s limited by cajAtal, we are not, however, to 
infer that it always icaches that limit. There may not be as many 
labourers obtainable, as the capital would maintain and employ. This 
has been known to occur in new colonies, where capital has sometimes 
perished uselessly for want of labour the Swan River settlement, in the 
first yeais after its foundation, was an instance. There are many persons 
maintained fiom existing capital, who piodu.e nothing, or who might 
produce much moiethanthey do If the labourers were 1educed to lower 
wages, or induced to work more hous for the same wages, or if their 
families, who are alicady maintained from capital, were employed to a 
greatcr extent than they now are in adding to the produce, a given 
capital would afford employment to more industry. The unproductive 
consumption of productive labourers, the whole of which ts now supphed 
from capital, might cease, or be postponed until the produce came in; 
and additional productive laboureis might be maintained with the 


* An exception must be admitted when the industry created or upheld by the 
restrictive law belongs to the class of what are called domestic manufactures. 
These being carried on by persons already fed—by the labourer, or his wife or 
children, in the intervals of other employment—no transfer of capital to the occu- 
pation is necessary to its being undertaken, beyond the value of the materials and 
tools, which 1s often quite inconsiderable. If, therefore, a protecting duty causes 
this occupation to be carried on, when it otherwise would not, there is in this case 
# real increase of thaeproduction of the country. 

In order to render our theo.etical proposition invulnerable, this peculiar case 
must be allowed for; but it does not touch the practical doctrine of free trade. 
Domestic manufactures cannot, from the very nature of thmgs, require protection, 
since the subsistence of the laLourers being provided from other sources, the price 
of the product, however much it may be reduced, is nearly all clear gain, If, 
therefore, the domestic producers retire fiom the competition, it 1s never from 
necessity, but because the product 1s not worth the labour it costs, in the opinion 
of the best judges, those who enjoy the one and undergo the other. They prefer 
the sacrifice of buying their clothing to the laboug of making it. They wall not 
continue their Jabour unless society will give them more for it, than in thew owa 
dpinion its product is worth. 
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amount. By such means society might obtain frorh its existing resources 
a greater quantity of produce * and to such meahs it has been driven, 
when the sudden destruction of some large portion of its capital rendered 
the employment of the remainder with the gieatest possible effect a 
matter of paramount consideration for the time 

Where industry has not come up to the mit imposed by capital, 
governments may, in various ways, for cxample by importing additional 
labourers, bring it nearer to that limit. as in the importation of Coolies 
and free negroes into our sugar colomie$ = There 1s another way in which 
governments can create additional industry They can create capital. 
They may lay on taxes, and employ the amount productively. They may 
do what is nearly equivalent ; they may lay taxes on income or expendi- 
ture, and apply the proceeds towards paying off the public debts The 
fundholder when paid off would still desire to diaw an imcome from his 
property, most of which therefore would find its way into productive em- 
ployment, while a yreat part of it would have been drawn fiom the fund 
for unproductive expenditure, since people do not usually pay their taxes 
from what they would have saved, but partly, if not chiefly, fiom what 
they would have spent It may be added, that any increase in the pro- 
ductive power of capital (or, more properly speaking, of labour) by im- 
provements in the arts of hfe’ or otherwise, tends to inciecase the employ- 
ment for labour ; since, when there is a yreate: produce altogether, it 1s 
always probable that some portion of the increase will be saved and con- 
verted into capital , especially when the increased returns to productive 
industry hold out an additional temptation to the conversion of funds from 
an unproductive destination toa productive 

§ 3. While, on the one hand, industry 1s limited by capital, so on the 
other, every increase of capita: gives, or Is capable of giving, additional 
employment to industry , and this without assignable limt I do not 
mean to deny that the capital, or part of it, may be so cmployed as not to 
support labourers, being fixed in machmery, buildings, improvement of 
land, and the like = In any large increase of capital a considerable portion 
will generally be thus employed, and will only co-operate with labourers, 
not maintain them What I do intend to asscit 1s, that the portion which 
is destined to their maintenance, may supposing no alteration in any- 
thing else) be indefinitely increased, without creating an impossibility of 
finding them employment in other words, that 1f there are human beings 
capable of work, and food to feed them, they may always be employed in 
producing something. This proposition requires to be somewhat dwelt 
upon, being one of those which it 1s excecdingly easy to assent to when 
presented in general terms, but somewhat difficult to heep fast hold of, in 
the crowd and confusion of the actual facts of society It 1s also very 
much opposed to common doctrines ‘There 1s notan opinion more 
general among mankind than this, that the unproductive expenditure of 
the rich 15 necessary to the employment of the poor — Befpre Adam Smith, 
the doctrine had hardly been questioned , and even since his time, 
authors of the highest name and of great memt* have contended, that if 
consumers were to save and convert into capital more than a limited 
portion of their income, and were not to devote to unproductive consump- 
tion an amount of means bearing a certain ratio to the capital of the 
country, the extra accumula‘ion would be merely so much waste, since 
* For example, Mr. Malthus, Tr, Chalmers, M, de Sigmondj, 
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there would be no market fr the commodities which the capital so created 
would produce. 1 concetve this to be one of the many errors arising in 
political economy, from the practice of not beginning with the examina- 
tion of simple cases, but rushing at once into the complexity of concrete 
phenomena. 

Everyone can sce that if a benevolent government possessed all the 
food, and all the implements and mateuals, of the community, it could 
exact productive labour from all to whom it allowed a share in the food, and 
could be in no danger of wanting®a field for the employment of this pro- 
ductive labour, since as long as there was a single want unsaturated 
(which material objects could supply, of any one individual, the labour of 
the community could be turned to the production of something capable 
of satisfying that want. Now, the individual possessois of capital, when 
they add to it by ficsh accumulations, are doing precisely the same thing 
which we suppose to be done by our benevolent government. As It 1s 
allowable to put any case by way of hypothesis, let us imagine the most 
extieme case conceivable. Suppose that every capitalist came to be of 
opinion that not being more meritorious than a well-conducted labourer, 
he ought not to fare bette: ; and accordingly laid by, from conscientious 
motives, the surplus of his profits , or suppose this abstinence not spon- 
tancous, but imposed by Jaw or opimion upon all capitalists, and upon 
landowners hkewise. Unproductive expenditure 1s now reduced to its 
lowest limit : and it 15 asked, how is the increased capital to find employ- 
ment? Whoisto buy the goods which it will produce? There are no 
longer customers even for those which were produced before. The goods, 
therefore, will remain unsold they will perish in the warchouses ; until 
capital is brought down to what it was originally, or rather to as much 
less, as the demand of the consumes has lessened. But this is seeing 
only one half of the matter. In the case supposed, there would no longer 
be any demand for luxunics, on the part of capitalists and landowners, 
But when these classes turn their income into capital, they do not thereby 
annihilate their power of consumption , they do but transfer it from them- 
selves to the laboutreis to whom they give employment. Now, there are 
two possible suppositions in regaid to the labourers ; either there 1s, or 
there is not, an inciease of their numbers, proportional to the increase of 
capital, If there 1s, the case offers no difficulty. The production of 
necessauies for the new population, takes the place of the production of 
Juxunies for a portion of the old, and supplies exactly the amount of em- 
ployment which has been lost But suppose that there 1s no increase of 
population. The whole of what was previously expended in luvunes, by 
capitalists and landlords, 1s distitbuted among the existing labourers, in 
the form of additional wages We will assume them to be already suf- 
ficiently supplicd awith necessaries, What follows? That the labourers 
become consumers of luxuries, and the capital previously employed in 
the production of luxuries, 1s still able to employ itself in the same manner : 
the difference being, that the Juvunes aie shared among the community 
generally, instead of being confined to a few. The increased accumula- 
tion and increased production might, rigorously speaking, continue, until 
every labourer had every indulgence of wealth, consistent with continuing 
to work; supposing that the power of their labour were physically 
sufficient to produce all this amount of indulgences for their whole num- 
ber. Thus the limit of wealth is never deficiency of consumers, but of 
Produceis, and productive power. ¢ Every addition to capital gives to 
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labour either additional employment, or addtionhl retruneration ; en- 
riches either the country, or the labouring class. ‘If it finds additional 
hands to set to work, it increases the aggregate produce . if only the same 
hands, it gives them a larger share of it; and perhaps even in this case, 
by stimulating them to greater eveition, augments the produce itself, 

§ 4. A second fundamental theorem icspecting Capital, relates to the 
source from which it 1s derived. It 1s the result of saving. The evidence 
of this lies abundantly in what has been already said on the subject. But 
the proposition needs some further lust. ation. 

If all persons were to expend in personal indulgences all that they 
produce, and all the income they receive fiom what 1s produced by others, 
capital could not increase. All capital, with a tiifling exception, was 
originally the result of saving I say, with a taifling exception ; because 
a person who labours on his own account, may Spend on Ins own account 
all he produces, without beconung destitute ; and the provision of neces- 
saries on which he subsists until he has reaped his harvest or sold his 
commodity, though a real capital, cannot be said to have been saved, 
since it 1s all used for the supply of his own wants, and no abstinence has 
been practised We may imagine a number of individuals or famihes, 
settled on as many sepatate pieces of land, cach living on what their own 
labour produces, and consummeg the whole produce. But even these must 
save (that 1s, spare from their personal consumption) as much as 1s 
necessary for secd Some saving, therefore, there must have been; 
even in this simplest of all states of economical relations ; people 
must have produced more than they used, or used less than they produced. 
Still more must they do so before they can employ other labourers, o1 
increase their production beyond what can be accomplished by the work 
of their own hands. All that any one cinploys im supporting and carrying 
on any other labour than his own, must have been originally brought 
together by saving ; somebody must have produced it and foreborne 
to consume it. We may say, therefore, without maternal imaccuracy, 
that all capital, and especially all addition to capital, are the result of 
saving. 

In a rude and siolent state of society, it continually happens that the 
person who has capital is not the very person who has saved it, but some 
one who, being stronger, or belonging to a mote powerful community, has 
possessed himself of it by plunder. And even in a state of things several 
degrees more advanced, the increase of capital has usually been in a great 
measure derived from privations which, though essentially the same with 
saving, are not generally called by that name, because not voluntary, 
The actual producers have been slaves, compelled to produce as much as 
force could extort from them, and to consume as Iittle as the self-interest 
or the usually very slender humanity of their taskmasée1s would permit. 
This kind of compulsory saving, however, would not have caused any 
increase of capital, unless a part of the amount had been saved over 
again, voluntarily, by the master. If all that he made his slaves produce 
and forbear to consume, had been consumed by him on personal 1n- 
dulgences, he would not have increased his capital, nor been enabled to 
maintain an increasing number of slaves. To mamtain any slaves at all, 
imphed a previous saving ; a stock, at least of food, provided in advance. 
This saving may not, however, have been made by any self-imposed 
privation of the master; but more probably by that of the slaves them- 
selves while free; the rapine or war, which deprived them of their 
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personal liberty, having transferred also their accumulations to the 
conqueior. te 

There are other cases in which the term saving, with the associations 
usually belonging to it, does not exactly fit the operation by which 
capital is increased. If it were said, for instance, that the only way to 
accelerate the increase of capital 1s by increase of saving, the idea would 
probably be suggested of greater abstinence, and :ncreased privation. 
But it is obvious that whatever increases the productive power of labour, 
creates an additional fund to make savings from, and enables capital to 
be enlarged not only without add®ional privation, but concurrently with 
an increase of personal consumption. Nevertheless, there 1s here an 
increase of saving, in the scientific sense. Though there 1s more con- 
sumed, there 1s also more spared. There is a greater excess of production 
over consumption. It is consistent with correctness to call this a greater 
saving. Though the term 1s not unobyectionable, there 1s no other which 
is not lable to as great objections. ‘lo consume less than 1s produced, 1s 
saving; and that is the process by which capital 1s increased; not 
necessarily by consuming less, absolutely. We must not allow ourselves 
to be so much the slaves of words, as to be unable to use the word 
saving 1n this sense, without being in danger of forgetting that to increase 
capital there is another way besides consuming less, namely, to produce 
more. . 

§ 5. A third fundamental theorem respecting Capital, closely connected 
with the one last discussed, is, that although saved, and the result of 
saving, it 1s nevertheless consumed. The word saving does not imply 
that what is saved is not consumed, but only that it is not consumed by 
the person who saves it. If mercly laid by for future use, it 1s said to be 
hoarded ; and while hoaided, it 19 not consumed at all. But if employed 
as capital, it is aJl consumed ; not indeed by the capitahst, but by his 
workpeople Part 1s exchanged for tools or machinery, which are worn 
out by use. part for secd or matenals, which are destroyed as such by 
being sown or wrought up, and destroyed altogether by the consumption 
of the ultimate product. The remainder is paid in wages to productive 
labourers, who consume it for their daily wants ; or if they in their turn 
save any pait, this also is not, generally speaking, hoarded, but (through 
savings banks, benefit clubs, or some other channel) re-employed as 
capital and consumed. 

The principle now stated, 1s a strong example of the necessity of 
attention to the most elementary truths of om subject; for it 1s one of 
the most elementary of them all, and yet no one who has not bestowed 
some thought on the matter is habitually aware of it, and most are not 
even willing to admit it when first stated. To the vulgar, it 1s not at all 
apparent that what 1s saved, 1s consumed. ‘To them, everyone who saves, 
appears in the ligdt of a peison who hoards; they may think such 
conduct permissible, or even laudable, when it 1s to provide for a family, 
and the lke ; but they have no conception of it as domg good to other 
people : saving is to them another word for keeping a thing to one’s self ; 
while spending appears to them to be distributing it among others. The 
person who expends his fortune in unproductive consumption, 1s looked 
upon as diffusing benefits all round ; and 1s an olyect of so much favour, 
that some portion of the same popularity attaches even to him who spends 
what does not belong to him; who not only destroys his own capital, if 
he ever had any, but, under pretence of borrowing, and on promise of 


60 PRODUCTION, 


repayment, possesses himself of capital belonging to others, and destroys 
that hkewise. : 

This popular error comes from attending to a small portion only of the 
consequences that flow from the saving or the spending ; all that part of 
the effects of either which is out of sight, being out of mind. The eye 
follows what 1s saved, into an imaginary strong box, and there loses sight 
of it ; what 1s spent, 1t follows into the hands of tradesmen and depen- 
dents; but without 1eaching the ultimate destination in either case. 
Saving (for productive investment) and spending coincide very closely in 
the first stage of their operations. The effects of both begin with con- 
sumption ; with the destruction of a certain portion of wealth ; only the 
things consumed, and the persons consuming, are different. ‘There 1s, in 
the one case, a weaning out of tools, a destruction of maternal, and a 
quantity of food and clothing supplied to labourers, which they destroy 
by use: in the other case, theie 15 a consumption, that 15 to say, a 
destruction, of wines, equipages, and furniture Thus far, the consequence 
to the national wealth has been much the same ; an equivalent quantity of 
it has been destroyed in both cases Dut in the spending, this first stage 
is also the final stage ; that particular amount of the produce of labour 
has disappeared, and there 1s nothing left, while on the contrary the 
saving person, during the whole time that the destruction was going on, 
has had laboureis at work repairing it , who are ultimately found to have 
replaced, with an increase, the equivalent of what has been consumed. 
And as this operation admits of being repeated indefinitely without any 
fresh act of saving, a saving once made becomes a fund to maintain a 
corresponding number of labourers in perpetuity, reproducing annually 
their own maintenance with a profit 

It 1s the intervention of money which obscures, to an unpractised 
apprehension, the true character of these phenomena. Almost all ex- 

enditure being caiiced on by means of money, the money comes to 
be looked upon as the main feature in the transaction, and since that 
does not perish, but only changes hands, people overlook the destruction 
which takes place in the case of unproductive expenditure ‘The money 
being merely transferred, they think the wealth also has only been handed 
over from the spendthnft to other people But this 1s simply confounding 
money with wealth. The wealth which has been destroyed was not the 
money, but the wines, equipages, and furniture which the money pur- 
chased ; and these having been destroyed without return, society collec- 
tively 1s poorer by the amount. It may be said, perhaps, that wines, 
equipages, and furniture, are not subsistence, tools, and matenals, and 
could not in any case have been applied to the support of labour ; that 
they are adapted for no other than unproductive consumption, and that 
the detriment to the wealth of the community was when they were pro- 
duced, not when they we:e consumed ss am willing*to dlow this, as far 
as is necessary for the argument, and the remark would be very peitment 
if these expensive luxuries were drawn fiom an eaisteng stock, never to 
be replenished. But since, on the contrary, they continue to be produced 
as long as there are consumers for them, and are produced in mcreased 
quantity to meet an increased demand , the chowe made by a consumer 
to expend five thousand a year in luvunies, keeps a corresponding number 
of labourers employed from year to year in producing things which can 
be of no use to production; their services being lost so far as regards the 
increase of the national wealth, and the tools, matenals, and food which 
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they annually consume being so much subtracted from the general stock 
of the community appficalsle to productive purposes. In proportion as 
any class is improvident or luxurious, the industry of the country takes 
the direction of producing luxuries for their use ; while not only the em- 
ployment for productive labourers is diminished, but the subsistence and 
instruments which are the means of such employment do actually exist in 
smaller quantity. 

Saving, 1n short, enriches, and spending impoverishes, the community 
alony with the mdividual; which 1s but saying im other words, that 
society at large 1s richer by what &t expends in maintaining and aiding 
productive labour, but poorer by what 1t consumes in its enjoyments.* 

§ 6. To return to our fundamental theorem. Everything which 1s pro- 
duced 1s consumed ; both what 1s saved and what 1s said to be spent ; 
and the former quite as rapidly as the latter. All the ordinary forms of 
language tend to disguise this. When men talk of the ancient wealth of 


* It 1s perhaps worth while to direct attention to several circumstarces which to 

a certain extent diminish the detriment caused to the general wealth by the prodi- 
gality of individuals, or raise up a compensation, more or less ample, as a conse- 
quence of the detriment itself. One of these ts, that spendthnfts do not really 
succeed in consuming all they spend. Their halntual carelessness as to expenaiture 
causes them to be cheated and robbed on all quargers, often by persons of frugal 
habits. Jarge accumulations are continually made by the agents, stewards, and 
even domestic servants, of improvident persons of fortune ; and they pay much 
higher prices for all purchases than people of careful halts, which accounts for 
their being popular as customers, They are, therefore, actually not able to get 
into their possession and destroy a quantity of wealth by any means equivalent to 
the fortune which they dissipate. Much of it 1s merely transferred to others, by 
whom a part may be saved. Another thing to be observed 1s, that the prodigalhty 
of some may reduce others to a forced econumy. Suppose a sudden demand for 
some article of luxury, caused by the caprice of a prodigal, which not having been 
calculated on beforehand, there has been no inercase of the usual supply. ‘Lhe 
rice will rise ; and may rise beyond the means or the inclinations of some of the 
habitual consumers, Who may in consequence forego their accustomed indulgence, 
and save the amount. If they do not, but continue to expend as great a value as 
before on the commodity, the dealers in it obtain, for only the same quantity of 
the article, a return increased by the whole of what the spendthnft has paid ; 
and thus the amount which he loses is transferred bodily to them, and may be 
added to thetr capital. his increased personal consumption being made up by the 
privations of the other purchasers, who have obtained less than usual of their 
accustomed gratification for the same equivalent. On the other hand, a counter- 
process must be going on somewhere, since the prodigal must have diminished his 
purchases im some other quarter to balance the augmentation in this; he has 
perhaps called in funds employed in sustaining productive labour, and the dealers 
in subsistence and 1n the instruments of production have had commodities left on 
their hands, or have received, for the usual amount of commodities, a less than 
usual return. But sac losses of income or capital, by industrious persons, eacept 
when of extraordinary amount, ate generally made up by increased pinching and 
privation ; so that tye capital of the community may net be, on the whole, mm- 
pared, and the prodigal may have had hus self-indulgence at the expense not 
of the permanent resources, but of the temporary pleasures and comforts of others. 
For in every case the community are poorer by what any one spends, unless others 
are in conscquence led to curtail their spending There are yet other and more 
recondite ways mm which the profusion of some may bring about its compensation 
in the extra savings of others; but these cannot be cgnsidered until that part of the 
Fourth Book, which treats of the limiting principle to the accumulation of capital, 
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a country, of riches inherited from ancestors, and similar expressions, the 
idea suggested is, that the nches so transmitted w2re produced long ago, 
at the time when they are said to have been first acquired, and that no 
portion of the capital of the country was produced this year, except 
as much as may have been this year added to the total amount. The 
fact is far otherwise. The greater pait, in value, of the wealth now 
existing in England has been produced by human hands within the last 
twelve months. A very small proportion indeed of that large aggregate 
was in existence ten years ago ;—of the present productive capital of the 
country scarcely any part, except farm-houses and facto1ies, and a few 
ships and machines; and cen these would not in most cases have 
survived so long, if fresh labour had not been employed within that 
period in putting them into repair. The land subsists, and the land 1s 
almost the only thing that subsists  Iverything which 1s produced 
peishes, and most things very quickly. Most kinds of capital are not 
fitted by their nature to be long preserved. There are a few, and but a few 
productions, capable of a very prolonged existence Westminster Abbey 
has lasted many centuries, with occasional repairs ; some ancient sculptures 
have existed above two thousand years; the Pyramids perhaps double or 
treble that time. But these were objects devoted to unproductive use. If 
we except bridges and aqueducts, (to which may sometimes be added 
tanks and embankments,) fnere are few instances cf any edifice applied 
to industrial purposes which has been of great duration ; such buildings 
do not hold out against wear and tea, nor is it good economy to con- 
struct them of the solidity necessary for permanency, Capital is kept in 
existence from age to aze not by preservation, but by perpetual reproduc- 
tion every part of it is used and destroyed, generally very soon after it 1s 
produced, but those who consume it are employed meantime in producing 
more The growth of capital is similar to the growth of population Every 
individual who 1s born, dies, but in each year the number born exceeds the 
number who die the population, thercfoie, always increases, although 
not one peison of thuse composing it was alive until a very recent date. 

§ 7 This perpetual consumption and ieproduction of capital affords the 
explanation of what has so often excited wonder, the pieat rapidity with 
which countries recover from a state of devastation , the disappearance, 
in a short time, of all traces of the mischiefs done by earthquakes, floods, 
hurricanes, and the ravages of war An enemy lays waste a country by 
fire and sword, and destroys 01 carnics away nearly all the moveable wealth 
existing init) all the inhabitants are ruined, and yet in a few years after, 
everything 1s much as it was before This vs medsuatyrcv nature has been a 
subject of sterile astonishment, or has been cited to exemplify the won- 
derful strength of the principle of saving, which can repan such enormous 
losses in so brief an interval = ‘There is nothing at all wonderful in the 
matter. What the enemy have destroyed, would gave been destroyed 
in a httle time by the inhabitants themselves the wealth which they so 
rapidly reproduce, would have needed to be reproduged and would have 
been reproduced in any case, and probably in as short an interval. 
Nothing is changed, eacept that during the reproduction they have not 
now the advantage of consuming what had been produced previously. 
The possibility of a rapid repair of their disasters, mainly depends on 
whether the country has been depopulated. If its effective population 
have not been extirpated at the time, and are not starved afterwards ; 
then, with the same skill and knowledge which they had befoie, with 
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their land and its a al improvements undestroyed, and the more 
durable buildings probably unimpaired, or only partially injured, they 
have nearly all the requisites for their former amount of pioduction. If 
there 1s as much of food left to them, or of valuables to buy food, 
as enables them by any amount of privation to remain alive and in 
working condition, they will in a short time have raised as gieat a 
produce, and acquired collectively as great wealth and as great a capital, 
as before ; by the meie continuance of that o1dinary amount of exertion 
which they aie accustomed to en§ploy in their occupations Nor does 
this evince any stiength in the punciple of saving, in the popular sens3 
of the tem, since what takes place is not intcntional abstinence but 
involuntary privation. 

Yet so fatal 1s the habit of thinking through the medium of only 
one set of technical phrases, and so Iittle 1cason have studious men 
to value themselves on being exempt fiom the very same mental 
infirmities which beset the vulgar, that this simple explanation was never 
given (so far as I am aware) by any political economist before Dh. 
Chalmers ; a writer many of whose opimons I think erroneous, but who 
has always the merit of studying phenomena at first hand, and expressing 
them in a Janguaze of his own, which often uncovers aspects of the truth 
that the received phraseologies only tend to Isde. 

§ 8 The same author canics out tlis train of thought to some im- 
portant conclusions on another closely connected subject, that of govern- 
ment loans for wat purposes or other unproductive expenditure. These 
loans, being drawn fiom capital (in lieu of taxes, which would generally 
have been paid fiom income, and made up m part or altogether by 
Increased econony ), must, accoiding to the principles we have laid down, 
tend to impoverish the country yet the years in which expenditure of 
this soit has been on the pieatest scale, have often been ycars of 
great apparent prospenty the wealth and icsources of the country, 
instead of diminishing, hase givenevery sign of rapid increase during the 
process, and of pieatly expanded dimensions after its close. This was 
confessedly the case with Gieat Biitain during the last Continental war ; 
and it would take some space to enuncrate all the unfounded theories in 
political economy, to which that fact gave use, and to which it secuied 
temporary credence; almost all terding to cxalt unproductive ex- 
penditure, at the expense of productive Without entering into all the 
causes which operated and which commonly do operate to prevent these 
extraordinary drafts on the productive resources of a country from bemng 
so much feit as it might secin reasonable to expect, we will suppose the 
most unfavourable case possible that the whole amount bo1owed and 
destioved by the government, was abstracted by the lender from a 
productive employment m which it had actually been imvested. The 
capital, theiefore, of the country, is this year diminished by so much. 
But unless the amount abstracted 15 something enormous, there 1s no 
reason in the natufe of the case why next year the national capital should 
not be as great as ever. The loan cannot have been taken from that 
portion of the cap.tal of the country which consists of tools, machinery, 
and buildings It must have been wholly diawn from the portion 
employed im paying labourers and the labomers will suffer accordingly. 
But if none of them are starved , if then wages can bear such an amount 
of reduction, or if charity interposes between fhem and absolute destitu- 
tion, there is no reason that then labour should produce less in the next 
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year than in the year before. If they producq as much as usual, having 
been paid less by so many millions sterling, those milhons are gained by 
their employers. The breach made in the capital of the country 1s thus 
instantly repaired, but repaired by the prvations and often the real 
misery of the labouring class ete is ample reason why such periods, 
even in the most unfavourable circumstances, may easily be tunes of 
great gain to those whose prosperity usually passes, m the estimation of 
suciety, for national prosperity. To see the hideous wrong side of 
the picture, we must look beneath : 

This leads to the vexed question, to which Dr Chalmers has vety 
particularly adverted ; whether the funds required by a government for ev- 
traoidinary unproductive expenditure, are best raised by loans, the 
interest only being provided by taxes, or whether taxes should be at once 
laid on to the whole amount ; which 1s called in the financial vocabulary 
raising the whole of the supplies within the vear, Dr Chalmers 1s 
stiongly for the latter method Jle says, the common notion is that 
in calling for the whole amount in one year, you requne what 1s either 
impossible, or very imconvenient ; that the people cannot, without gieat 
hardship, pav the whole at once out of them yearly income ; and that it 1s 
much better to require of them a small payment every year in the shape 
of interest, than so great a sacrifice once for all Fo which his answer 1s, 
that the sacrifice is made equally in either case = Whatever 1s spent, can- 
not but be drawn fiom yearly income The whole and every part of the 
wealth produced in the country, forms, or helps to form, the yearly 
income of somebody The privation which it 1s supposed must result 
from taking the amount im the shape of taxes, 1s not avoided by taking it 
inaloan ‘The sufteriny 1s not averted, but only thrown upon the labour- 
ing classes, the least able, and who least ought, to bear it while all the 
inconveniences, physical, moral, and pohtical, produced by maintaming 
taxes for the perpetual payment of the interest, are incurred in pure loss. 
Whenever capital 1s withdrawn from production, or from the tund des- 
tined for production, to be lent to the state and expended unproductively, 
that whole sum is withheld from the Jabourme classes , the loan, there- 
fore, 1s in truth paid off the same year, the whole of the saciifice 
necessary for paying it off 1s actually made , only it 15 paid to the wiong 
persons, and thercfore does not extineuish the claim , and paid by the 
very worst of taxes, a tax exclusively on the labouring class And after 
having, in this most pamful and unjust of ways, gone through the whole 
effort necessary for extinguishing the debt, the country 1emains Charped 
with it, and with the payment of its interest im perpetuity 

These views appear tome strictly just, in 50 far as the value absorbed 
in loans would otherwise have been employed im productive industry 
within the country The practical state of the cage, however, seldom 
exactly corresponds with this supposiaon “The loans of the less wealthy 
countries are made chiefly with forcign capital, which would not, perhaps, 
have been brought 1n to be invested on any less security than that of the 
government. while those of nch and prosperous countries are generally 
made not with funds withdrawn from productive employment, but with the 
new accumulations constantly making from income, and often with a 
part of them which, if not so taken, would have nugrated to colomes or 
sought other investments abroad In these cases (which will be more 
patticulaily examined hereafter),* the sum wanted may be obtamed 


* Inha, bous av. chap. iv. v. 
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without detriment to the lgbourers, or derangement of the national 
industry, and even perhaps with an advantage to both, in comparison 
with 1aising the amount by taxation, since taxes, especially wher heavy, are 
almost always partly paid at the expense of what would other wise have been 
caved and added to capital Morcover, in a country which makes 
so gicat yeally additions to its wealth, that a part can be taken and 
expended unproductively without diminishing capital, o1 even preventing 
a considerable increase, its evident that even if the whole of what 1s so 
taken would have become capital and obtamed employment in the 
country, the eflect on the labouring classes 1s far less prejudicial, and the 
case against the loan system much less strong, than im the case first 
supposed ‘This bref anticipation of a discussion which will find tts 
proper place elsewhere, appeared necessary to prevent false inferences 
from the premises previously laid down 

§ 9 We now pass toa fourth fundamental theorem respecting Capital, 
vhich 1s, perhaps, oftener overlooked 61 misconceived than even any of 
w£he foregoing What supports and employs productive labour, 1s the 
capital expended in setting it to work, and not the demand of purchasers 
for the produce of the labour when completed =Demand for commodities 
is not demand for labour The demand for commodities detenmimes mn 
what particular branch of production the laboat and capital shall be em- 
ployed ; it determines the a@ree“en of the labour, but not the more or 
less of the labour itself, or of the maintenance or payment of the labour 
That depends onthe amount of the capital, or other funds directly devoted 
to the sustenance and remuneration of Jabour 

Suppose, for instance, that there 1s a demand for velvet , a fund ready 
to be laid out in buying velvet, but no capital to establish the manufacture 
It 1s of no consequence how gieat the demand may be , unless capital 1s 
attracted into the occupation, there will be no velvet made, and conse- 
quently none bought , unless, indeed, the desire of the mtendine purchaser 
for itis so strong, that he employs part of the price he would have paid 
for it. in making advances to work-people, that they may employ them- 
selves in making velvet, that is, unless he converts part of his income 
into capital, and imyests that capital in the manufacture, Let us now 
reverse the hypothesis, and suppose that there is plenty of capital ready 
for making velvet, but no demand Velvet will not be made. but there 
IS no particular preference on the part of capital for making velvet. 
Manufacturers and then labourers do not produce for the pleasure of their 
customers, but for the supply of their own wants, and having still the 
capital and the labour which are the essentials of production, they can 
elthe: produce something else which is in demand, ot it there he no other 
demand, they themselves have one, and can produce the things which 
they want for their gvn consumption. So that the capital cannot be 
dispensed with- the purchasers can Tam of course not taking into con- 
sideration the effects of a sudden change Ht the demand ceases unea- 
pectedly, after the*®commodity to supply at as already produced, this 
introduces a different clement into the question the capital has actually 
been consumed in producing something which nobody wants or uses, and 
it has therefore perished, and the employment which it gave to labour ig 
at an end, not because there 1s no longer a demand, but berause there 1s 
nolongeracapital, ‘Ihis case therefore does not test the prncaple. ‘The 
proper test 1s, to suppose that the change is gradual and foreseen, and 1s 
attended with no waste of capital, the reansfacture being discontinued by 
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merely not 1eplacing the machinery as it wears out, and not icinvesting 
the money as it comes in from the sale of tke pfoduce. The capital 1s 
thus 1eady for a new employment, in which it will maintain as much 
labour as before. The manufacture: and his wo1k-people lose the benefit 
of the skill and knowledge which they had acquired in the particular 
business, and which can only be partially of use to them in any other ; 
and that 1s the amount of loss to the community by the chanee. But the 
labourers can still work, and the capital which previously employed them 
will, either in the same hands, or bv being lent to others, employ either 
those labourers or an equivalent num*cr in some other occupation. 

This truth, that purchasing produce 1s not employing labour; that the 
demand for labour 1s constituted by the wages which precede the pro- 
duction, and not by the demand which may eust for the commodities 
resulting from the production ; 1s a proposition which greatly needs all 
the illustration it can receive It 15, to common apprehension, a paradox ; 
and even among political economists of 1eputation, I] can hardly point to 
any, except Mi Ricardo and M Say, who have kept it constantly and 
steadily in view, Almost all others occasionally express themselves as if 
a person who buys commodities, the produce of labour, was an employer 
of labour, and created a demand for it as really, and in the same sense, as 
if he boueht the labour itself dnectly, by the payment of wages. It is no 
wonder that political econemy advances slowly, when such a question as 
this stull remains open at its very threshold. 1 am desuous of impressing 
on the reader that a demand for commodities does not in any manner 
consutute a demand for labour, but only determines mto a particular 
channel a portion, more or Jess considerable, of the demand already exist- 
ing _It determines thit a part of the labour and capital of the community 
shall be cmployed in producing certain things instead of other things. 
The demand fer labour is constituted solely by the funds directly set apart 
fo. the use of labourers 

For the better Hustiation of our principle, let us put the following case. 
A consumer may expend his income either in buving services or com- 
modities , he may employ part of it in hiing journeymen bricklayers to 
build a house, or excavators to dig attticial lakes, or Iabourers to make 
plantations and Jay eut pleasuie grounds ; 01, instead of this, he may 
cvpend the same value in buymy velvet and lace The question 1s, 
whether the ditference between these two modes of expending his income 
affects the interest of the labouring classes — [tas plam that in the first of 
the two cases he employs |ibourers, who will be out of employment, or at 
Jeast out of that employment, in the oppos.te case But those from whom 
I ditfer say that this 1s of no consequence, because in buying velvet and 
Jace he equally employs Jabourcis, namely, those who make the velvet 
and lace = This, according to the principle we laid down, 15 an error, and 
I procecd to show still more clearly that itis so. “Lhe consumer does not 
with his own funds pav to the weavers and lacemakers thar day’s wages. 
He buys the finished commodity, which has becn produced by labour and 
capital, the labour not being paid nor the capital fulmished by him, hut 
pre-existing «Suppose that he had been in the habit of expending this 
portion of lis income in during journeymen biuichlayers, who Jaid out the 
amount of their wages in food and clothing, which were also produced by 
labour and capital. Ie, howevei, determines to prefer velvet, for which 
he thus creates an extra demand. This demand cannot be satisfied with- 
out an extra supply, nor can the supply be produced without an extra 
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capital : where, then,*is the capital to come from? Theic is nothing in 
the consumer's changt of purpose which makes the capital of the country 
greater than it otherwise was. It appears, then,- that the increased 
demand for velvet could not for the present be supplied, were it not that 
the very cucumstance which gave rise to it has set at Wberty a capital of 
the exact amount requied = The very sum which the consume: now 
employs in buying velvet, formerly passed into the hands of journey men 
bin klayers, who expended it in food and neccssanes, which they now 
either go without, or squeeze by thet competition fiom the shares of 
other Jabourers. The labour and capital, therefore, which forme:ly pro- 
duced necessaries for the use of these biicklayveis are deprived of their 
market, and must look out for other employment; and they find it in 
making velvet for the new demand Ido not mean that the very same 
labour and capital which produce the necessaries turn themselycs to pio- 
ducine the velvet , but, in some one or other of a hundied modes, they 
take the place of that which does ‘There was capital in existence to do 
one of two thines—to make the velvet, or to produce necessaries for the 
jgournevmen buicldayers , but not to do both. Tt was at the option of the 
consumer which of the tuo should happen , and if he chooses the velvet, 
they go without the necessanes 

It must not be inferred from this, that ity or that Tam bound to think 
it, advantageous to the labouring class, that Consumers should expend 
the.r income in seivices rather than in commodities The dittercnce 
does not he there, but in then employing it or not in the diect payment 
or maintenance of labour, without the intervention of another Capital. 
The detument to the labourers would have been the same if the consumer 
had persisted in building a house, but mstead of engaging labomers 
himself and paying them, had given an order to a builder, and settled the 
account after the work was finished, keeping the money im the meanwhile 
unemployed = I°or in this manner of proceeding, the consumer no longer 
himself maintams the labour, but attracts the capital of another person 
from some other place or occupation to do it, and therefore docs not open 
anew employment for abou, but merely Changes the course of an exisung 
employ inent 

the preceding explanations having becn found moufiicient by some 
readers, I shall endeavour fo cury them along with me in a dierent 
mode of stating the ansument 

Suppose that a nich individual, A. expends a certain amount duly im 
wages or alins, which, as soon as recenwed is expended and consumed, in 
the form of coarse food, by the receivers A dies, leaving his property to 
B, who discontinues this wem of expenditure, and expends in leu of it the 
same sum each day in delicacies for Ins own table. I] have chosen this 
Hlustration, an oider that the two cases may be similar in all their 
cucumstances, except that which is the subject of companson — In order 
not to obscure the essential facts of the case by exhibiting them through 
the hazy medium ef a money transaction, let us tuither suppose that A, 
and 3 after him, are landlords of the estate on which both the food 
consumed by the recipients of As disbursements, and the articles of 
luxunies supplied for b's table, are produced, and that the rent 1s paid 
to them in kind, they giving previous notice what description ot produce 
they shall requie. The question 13s, whether Ks expenditme gives 
as much employment o: as much food to Ins®poorer neighbours as A’s 
gave, . 
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From the case as stated, it seems to follow, that while A lived, that 
portion of his income which he expended in, wages or alms, would be 
drawn by him from the farm In the shape of food for labourers, and would 
be used as such ; while B, who came after him, would requie, instead of 
this, an equivalent value in expensive articles of food, to be consumed in 
his own houschold that the farmer, therefore, would, under 33’s 1égime, 
produce that much less of ordinary food. and more of expensive delicacies, 
for each day of the year, than was produced in A’s time, and that there 
would be that amount less of food shared, throughout the year, among 
the labouring and poorer classes Thigis what would be conformable to 
our fourth theorem ‘Those who think differently, must, on the other 
hand, suppose that the luvuncs requued by B would be produced, not 
instead of, but in addition to, the food previously supplied to A’s labourers, 
and that the aggregate produce of the country would be increased in 
amount. But when it 1s asked how this double production would be 
effected—how the farmer, whose capital and labour weie already fully 
employed, would be enabled to supply the new wants of K, without 
producing less of other things ; the only mode which presents itself 1s 
that he should frs¢ produce the food, and then, giving that food to the 
labourers whom A formerly fed, should by means of their labour produce 
the Juxunes wanted by B= This, accordingly, when the objectors are hard 
piessed, appears to be really¢hen meaning. But it is an obvious answer, 
that on this supposition, B must wait for his Juxunies till the second year, 
and they are wanted this year Jy the orginal hypothesis, he consumes 
his Juvsurious dinncr day by day, fave Passe with the rations of bread and 
potatoes formeily served out by.\ to his labourers ‘There is not time to 
feed the labourers fist, and supply b afterwards , he and they cannot 
both have their wants administered to he can only satisfy his own 
demand for commodities, by leaving as much of theirs, as was formerly 
supphed fiom that fund, unsatisfied. 

It may, indeed, be 1ejuined by an objector, that since, on the present 
showing, time 1s the only thing wanting to rende: the expenditure of B 
consistent with as large an employment to labour as was given by A, why 
may we not suppose that B postpones his increased consumption of 
personal luxuries until they can be furnished to him by the labour of the 
persons whom A employed’ In that case, it may be said, he would 
employ and feed as much labour as Ins predecessors. Undoubtedly he 
would; but why? DLecause his income would be expended in exactly the 
same manner as his predecessors ; it would be expended in wages. A 
reserved fiom his personal consumption a fund which he paid away 
dnectly to Jabourers , B does the same, only instead of paying it to them 
himself, he leaves it in the hands of the farmer, who pays it to them for 
him. On this supposition, b, in the first year, neither expending the 
amount, as far as he 1s personally concerned, 'n A’s manner nor 1n his 
own, really saves that portion of his income, and Jends it to the farmer. 
And if, in subsequent ycals, confining himself within the year’s income, 
he leaves the fariner in arrears to that amount, 1t becomes an additional 
capital with winch the farmer may permanently employ and feed A's 
labourers. Nobody pretends that such a change as this, a change 
from spending an income in wages of labour, to saving it for invest- 
ment, deprives any labourers of employment. What 1s affirmed to 
have that effect is, the change from hiring labourers to buying commos 
dities for personal use ; as :.cpresentcd by our onyinal hypothesis 
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In our illustration we have supposed no buying or selling, or use of 
money. But the case as we have put it, coriesponds with actual fact in 
everything except the @etails of the mechanisin. The whole of any 
country 1s virtually a single farm and manufactory, from which every 
member of the community diaws his appointed shaie of the produce, 
having a certain number of counters, called pounds steiling, put into his 
hands, which, at his convenience, he biings back and exchanyes for such 
goods as he piefers, up to the limit of the amount He does not, as mn 
our supposititious case, give notice beforchand what things he = shall 
aequuie , but the dealers and ppoducers are quite capable of finding it out 
by observation, and any chance in the demand is promptly followed by 
an adaptation of the supply to it. If a consumer changes from paying 
away a pat of his income in wages, to spending it that same day (not 
some subsequent and distant day) in things for lis own consumption, and 
perseveres in this altered practice until production has had time to adapt 
itself to the alteration of demand, there will from that time be less food 
and other articles for the use of labourers, produced in the country, by 
exactly the value of the extia luxunes now demanded , and the labourers, 
as a class, will be worse off by that precise amount 

Thus, in whatever manner the question 1s stated, we are brought back 
to the conclusion, that a demand delayed until the work 1s completed, and 
furnishing no advances, but only remburging advances made by others, 
contubutes nothing to the demand for labour, and that what 1s so 
expended, is, m all its effects, so far as 1egards the employment of 
the labouring class, a mere nullity it does not and cannot create any 
employment except at the expense of other employment which existed 
before * 

The ciror, nevertheless, is a most natural one, and has first appear- 
ances strongly on its side Although a demand for velvet does nothing 
more in regard to the employment for labour and capital, than to 
determine so much of the employment that already existed, into that 
particular channel instead of any other ; still, to the producers alieady 
engaged in the velvet manufactuic, and not intending to quit this 1s of 
the utmost impoitance ‘To them, a falling off in the demand 1s a real 
loss, and one which, even if none of then goods finally perish unsold, may 
mount to any height, up to that which would make them choose, as the 
smaller evil, to1etue fiom the business On the contrauy, an incieased 
demand enables them to extend their transactions — to make a profit upon 
a larger capital, if they have it, or can borrow it ; and, turning over their 


* The giounds of a proposition, when well undetstood, usually give a tolerable 
Indication of the hmutauons of i There sa case in which a demand for com- 
modities way create employment for labour, namely, when the labourer 1s already 
fed, without being fully employed. Work which can be done in the spare hours 
of persons subsistesl from some other source, can (as we before remarked) be under- 
taken without withdrawing capital from other occupations, beyond the amount 
(often very small) requned to repay the expense of tools and materials. The 
reason of our prfneiple thus failing, the principle itself fails, and employment of 
this kind may, by the spinging up of a demand for the commodity, be called into 
existence without depriving labour of an equivalent amount of employment in 
another quarter. The demand does not, even im this case, operate on labour any 
otherwise than through the medium of an existing capital, but it aflords an induce- 
ment which causes that capital to set in motion a greater amount of labour than it 
did before. ® 
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capital more rapidly, they will employ their labourers more constantly, or 
employ a greater number than before. So thatein ittcreased demand for 
a commodity does really, in the particular department, often cause a 
greater employment to be given to labour by the same capital. The 
mistake lics in not perceiving that in the cases supposed. this advantave 
is given to labour and capital in one department, only by being with- 
drawn from another ; and that when the change has produced its natural 
effect of attracting into the employment additional cap.tal proportional to 
the increased demand, the advantage itself ceases. 

The demand for commodiues is a coitsideration of importance rather 
in the theory of exchange, than in that of production. Looking at things 
in the aggregate, and permanently, the remuneration of the producer 1s 
derived fiom the productive power of his own capital. The sale of the 
produce for money, and the subsequent expendituie of the money in 
buying other commodities, are a mere exchange of equivalent values, for 
mutual accommodation ‘It is true, that the division of employments 
being one of the pimeipal means of increasing the productive power of 
labour, the powe: of exchinging gives ise to a great increase of the 
peccae ; but even then itis production, not exchange, which remunerates 
abour and capital. We cannot too stuctly represent to ouselses the 
operation of exchange, whether conducted by barter or through the 
medium of money, as the mere iwnechanism by which each person 
transforms the 1:emuneiation of lus labour or of Ins capital into the 

articular shape in which it is most convenient to him to possess it; but 
In no wise the source of the remuneration itself 

§ 10 The preceding principles demonstrate the fallacy of many popular 
arguments and doctiine>s which are continually reproducing themsely es m 
new forms. For example, it has been contended, and by some from 
whom better things might have been expected, that the arpument for the 
income tax, grounded on its falling on the nghet and middle classes only, 
and sparing the poor, is an etror; some have pone so fai as to say, an 
imposture ; because in taking fiom the uch what they would have 
expended among the poor, the tax injures the poor as much as if it had 
been directly Ievied from them Of this dovtiine we now know whit to 
think. So far, indeed, as what is talen from the rich im taxes, would, 1f 
not so taken, have been saved and conveited into capnal, o1 even 
expended in the maintenance and wages of servants o1 of any class of 
unproductive labourers, to that extent the demand for labour 1s no doubt 
diminished, and the poor injuriously affected, by any tax on the mch ; 
and as these effects are almost always produced in a greater or less 
degree, it 1s impossille so to tax the rch as that no portion whatever of 
the tax can fall on the poor. But even heie the question arises, whether 
the government, after receiving the amount, will not lay out as great a 
portion of it in the duect purchase of labour, as the tax-pryers would have 
done. In regard to all that portion of the tax, which, if not paid to 
the government, would have been consumed in the form of commodities 
(or even expended in services if the payment has been ‘advanced by a 
capitalist), this, according to the principles we have investigated, falls 
definitely on the rich, and not at all on the poor. There is exactly the 
same demand for labour, so far as this portion 1s concerned, after the tax, 
as before it. The capital which litherto employed the Jaboureis of the 
country, remains, and is stil] capable of employing the same number. 
There is the same amount of produce paid in wages, cr allotted to defray 
the feeding and clothing of labourers. - 
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If those against whom I am now contending were in the right, it would 
be impossible to tax ahybdtly except the poor. If it is taxing the labourers, 
to tax what is laid out in the produce of labour, the labouring classes pay 
all the taxes. The same argument, however, equally proves, that 1t 1s 1m- 
possible to tax the Jabourers at all ; since the tax, being laid out either in 
labour or in commodities, comes all back to them ; so that taxation has 
the singular property of falling on nobody. On the same showing, it 
would do the labourers no harm to take from them all they have, and dis- 
tiibute it among the other members of the community. It would all be 
“spent among them,” which on this theory comes to the same thing. The 
erlor 1s produced by not looking duectly at the realities of the pheno- 
mena, but attending only to the outward mechanism of paying and 
spending. If we look at the effects produced not on the money, which 
merely changes hands, but on the commodities which are used and con- 
sumed, we see that, in consequence of the income-tax, the classes who 
pay it do really diminish their consumption. Txactly so far as they do 
this, they are the peisons on whom the tax falls. It 1s defrayed out of 
what they would otherwise have used and enjoyed. So far, on the cther 
hand, as the burthen falls, not on what they would have consumed, but 
on what they would have saved to maintain production, or spent in mun- 
taining or paying unproductive labourers, to that extent the tax forms a 
deduction from what would have been used*’and enjoyed by the labouring 
classes. Dut if the government, as 1s probally the fact, expends fully as 
much of the amount as the tax-payers would have done in the direct eme 
ployment of labour, as in hiring sailors, soldiers, and policemen, or in 
paying off debt, by which last operation it even incieases capital ; the 
Jabouring classes not only do not lose any employment by the tax, but 
may possibly gain some, and the whole of the tax falls exclusively where 
it was intended 

All that portion of the produce of the country which any one actually 
and literally consumes for his own use, does not contribute in the smallest 
deziee to the maintenance of labour. No one 1s benefited by mere con- 
sumption, except the person who consumes. Anda peison cannot both 
consume his income himself, and make it over to be consumed by others. 
Taking away a ceitain poition by taxation cannot deprive both him and 
them of it, but only him ev them. To know which ts the sufferer, we 
must understand whose consumption will have to be retrenched in con- 
sequence ; this, whoever it be, is the person on whom the tax really falls, 


CHAPTER VI. 
@QN CIRCULALING AND FIXED CAPITAL. 


§ 1. To complete our explanations on the subject of capital, it is neces- 
Saly to say something of the two species into which it 1s usually divided. 
The distinction 1s very obvious, and though not named, has been often 
adverted to, in the two preceding chapters : but it 1s now proper to define 
it accurately, and to point out a few of its consequences. 

Of the capital engaged in the production of any commodity, there is a 
part which, after being once used, exists no longer as capital ; is no longer 
capable of rendering service to productiog, or at least not the same 
service, or to the same sort of production. Such, for example, is the 
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portion of capital which consists of materials. «The tallow and alkali of 
which soap 1s made, once used in the manufactuie, are destroyed as 
alkali and tallow ; and cannot be employed any further in the soap manu- 
facture, although, in their altered condition, as soap, they are capable of 
bemg used as a material or an instrument in other branches of manu- 
facture. Jn the same division must be placed the portion of capital which 
Is paid as the wages, or consumed as the subsistence, of labourers That 
part of the capital of a cotton spinner which he pays away to his work- 
people, once so paid, exists no longer as his capital, or as a cotton spinner’s 
capital : such portion of it as the workmen consume, no longer exists as 
capital at all. even if they save any part, it exists not as the same but as 
a fresh capital, the result of a second act of accumulation. Capital which 
in this manner fulfils the whole of its office in the production in which it 
is engaged, by a single use, is called Circulating Capital. The teim, 
which Js not very appropriate, 1s detived fiom the cncumstance, that this 
portion of capital requires to be constantly renewed by the sale of the 
finished product, and when renewed 1s peipetually parted with m buying 
materials and paying wages ; so that 1t does its work, not by being kept, 
but by changing hands. 

Another large portion of capital, however, consists in instruments of 
production, of a more or less perinanent character , which produce their 
effect not by being parted with, but by beg kept, and the efficacy of 
which 1s not exhausted by a single use. To this belong buildings, 
machinery, and all o: most things known by the name of implements or 
tools. The durability of some of these 1s considerable, and then function 
as productive instruments 1s prolonged through many repetitions of the 
productive operation In this class must lhkewise be included cap:tal 
sunk (as the expression 1s) in permanent improvements of land. So 
also the capital expended once for all, in the commencement of an under- 
taking, to prepare the way for subseyuent operations the expense of 
opening a mine, for example ; of cutting canals, of making 10ads or 
docks. Other examples might be added, but these are sufficient. Capital 
which exists in any of these durable shapes, and the return to which 1s 
spread over a period of corresponding duration, 1s called kixed Capital. 

Of fixed capital, some kinds requye to be occasionally or penodically 
renewed Such are all implements and buildings. they iequne, at 
intervals, partial renewal by means of 1epaus, and are at last entirely 
worn out, and cannot be of any further seivice as buildings and imple- 
ments, but fall back into the class of matenals. In other cases, the 
capital does not, unless as a consequence of some unusual accident, 
require entire renewal but there 1s always some outlay needed, either 
regularly or at least occasionally, to keep it up. A dock or a canal, once 
made, dyes not require, like a machine, to be made agan, unless purposely 
destroyed, or unless an earthquake or some simular catastrophe has filled 
itup: but regular and fiequent outlays are necessary to keep it m repair. 
The cost of opening a mine needs not be incurred a second time ; but 
unless some one gocs to the expense of keepmy the mine clear of water, 
it 1s soon rendered uscless. ‘The most permanent of all hinds of fixed 
capital is that employed in giving increased productiveness to a natural 
agent, such as Jand. The draming of marshy or mundated tracts like the 
Bedford Level, the reclaimipy of land from the sea, or its protection by 
embankments, are improvements calculated for peipetuity ; but drains 
and dykes require frequent repans. ' The same character of perpetuity 
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belongs to the imprevenfent of land by subsoil draining, which adds sc 
much to the productiveness of the clay soils ; or by permanent manures, 
that 1s, by the addition to the soil, not of the substances which enter into 
the composition of vegetables, and which arc therefore consumed by 
vegetation, but of those which mercly alter the relation of the soil to air 
aid water; as sand and lime on the heavy soils, clay and marl on the 
light. Even such works, however, require some, though it may be very 
little, occasional outlay to maintain their full effect. 

These improvements, howevel, by the very fact of their deserving that 
title, produce an increase of return, which, after defraying all expenditure 
necessary for keeping them up, still leaves asurplus This surplus forms 
the return to the capital sunk in the first instance, and that return does 
not, as in the case of machinery, terminate by the wearing out of the 
machine, but continues for ever ‘The land, thus increased in productive- 
ness, bears a value in the market, proportional to the increase * and 
hence it 1s usual to consider the capital which was invested, or sunk, in 
making the improvement, as still existing im the increased value of the 
land. There must be no mistake, however. The capital, like all other 
capital, has been consumed. It was consumed in mauntaiming the 
labourers who executed the improvement, and in the wear and tear of the 
tools by which they were assisted. Dut it was consumed productively, 
and has left a pe:manent result in the improved pioductiveness of an 
appropriated natural agent, the land. We may call the increased produce 
the joint result of the land and of a capital fived in the land = But as the 
capital, having in reality been consumed, cannot be withdrawn, its pro- 
ductiveness 1s thenceforth indissolubly blended with that arising from the 
original qualities of the soil ; and the remuneration for the use of it thence- 
foith depends, not upon the laws which govern the returns to labour and 
capital, but upon those which govern the recompense for natural agents. 
What these are, we shill see hereafter * 

§ 2. There 1s a gieat difference between the effects of circulating and 
those of fixed capital, on the amount of the gross produce of the country. 
Circulating capital being destroyed as such, o1 at any rate finally Jost to 
the owner, by a single use ; and the product resulting fiom that one use 
being the only scurce from which the owner can replace the capital, or 
obtain remuneration for its productive employment ; the product must of 
course be sufficient for those purposes, or in other words, the result of a 
single use must be a 1eproduction equal to the whole amount of the 
circulating capital used, and a profit besides. This, however, 1s by no 
means necessary in the case of fixed capital Since machinery, for 
example, 1s not wholly consumed by one use, it 1s not necessary that it 
should be wholly replaced fiom the product of that use. The machine 
answers the puryfdse of its owner if it biings in, during each interval of 
time, enough to cover the expense of repaus, and the deterioration in 
value which the machine has sustaincd duing the same time, with a 
surplus sufficient to yield the ordinary profit on the entue value of the 
machine. 

From this it follows that all increase of fixed capital when taking place 
at the expense of circulating, must be, at least temporarily, preyudicial to 
the interests of the laboureis. ‘his 1s true, not of machinery alone, but 
of all improvements by which capital is sunk ; that 1s, rendered per 


- * Infra, book ii. chap. avis On Rent, 
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manently incapable of being applied to the maintenance and remuneration 
of labour. Suppose that a person faims his own land, with a capital of 
two thousand quarters of coin, employed in maintaining labourers during 
one year (for simplicity we omit the consideration of seed and tools), 
whose labour produces him annually two thousand four hundred quarters, 
being a profit of twenty percent This profit we shall suppose that he 
annually consumes, carrying on his operations from year to year on the 
original capital of two thousand quaite:s. Let us now suppcse that by 
the expenditure of half his capital he effects a permanent improvement of 
his land, which 1s executed by half his labourers, and occupies them for a 
year, after which he will only require, for the effectual cultivation of his 
land, half as many labourers as before. The remainder of his capital he 
employs as usual. In the first year there is no difference in the condition 
of the labourers, except that part of them Have received the same pay for 
an operation on the land, which they previously obtained for ploughing, 
sowing, and reaping. At the end of the year, however, the improver has 
not as before a capital of two thousand quarters of corn Only one 
thousand quarters of his capital have been reproduced in the usual way : 
he has now only those thousand quarters and his improvement. He will 
employ, in the neat and in each following year, only hulf the number of 
labourers, and will divide among them only half the former quantity of 
subsistence. Theloss will soon be made upto them 1f the improved land, 
with the diminished quantity of labour, produces two thousand four 
hundred quarters as before, because so enormous an accession of gain 
will probably induce the :mprover to save a part, add it to his capital, and 
become a larger employer of labour. But it 1s conceivable that this may 
not be the case; for (supposing, as we may do, that the improvement 
will last indefinitely, without any outlay worth mentioning to keep it up) 
the improver will have gained largely by his improvement if the land now 
yields, not two thousand four hundred, but one thousand five hundred 
quarters ; since this will replace the one thousand quarters forming his 
present circulating capital, with a profit of twenty-five per cent (instead 
of twenty as before) on the whole capital, fived and circulating together. 
The improvement, therefore, may be a very profitable one to him, and yet 
very injuzious to the labourers. 

The supposition, in the terms in which it has been stated, 1s purely 
ideal ; or at most applicable only to such a case as that of the conversion 
of arable land into pasture, avhich, though formerly a common practice, 
is regarded by modern agriculturists as the reveise of an improvement. 
The effect of the agricultural improvements of the present day (of those, 
at least, which operate on the soil itself),* 1s to inciease, not to diminish, 
the gross produce. But this does not affect the subs‘ance of the argu- 
ment. Suppose that the improvement does not operate in the manner 
supposed—does not enable a part of the labour previously employed on 
the land to be dispensed with—but only enables the same labour to raise 
a greater produce. Suppose, too, that the gieater produce, which by 
means of the improvement can be taised fiom the soil with the same 
labour, is all wanted, and will find purchasers. The improver will in 
that case require the same number of Izbourers as before, at the same 
wages. But where will he find the means of paying them? He has no 


* For the distinction between these and the other kind of improvements, which 
do not take effect upon the soil itself, tut upon the operation of cultivating it, sce 
infra, chap. xii, of the present book, § 3. 
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longer his original capital of two thousand quarters disposable for the 
purpose. One thousand of them are lost and gone—consumed in making 
the improvement If he 1s to employ as many labourers as before, and 
pay them as hiehly, he must borrow, or obtain from some other source, 
a thousand quarteis to supply the deficit. But these thousand quarters 
already maintained, or weie destined to mammtain, an equivaicnt quantity 
of labour. ‘Ihey are not a fresh creation; their destination is only 
changed fiom one productive employment to another; and though the 
agriculturist has made up the deficiency m his own circulating capital, 
the breach in the cuculating capital of the community remains unre- 
paired. 

I cannot assent to the argument relied on by most of those who con- 
tend that machinery can never be injurious to the labouring class, 
namely, that by cheapening production it creates such an increased 
demand for the commodity, as enables, ere long, a greater number of 
persons than ever to find employment in producing it. The fact, though 
too broadly stated, is, no doubt, often tiue. The copyists who were 
thrown out of employment by the mvention of printing, were doubtless 
soon outnumbered by the compositors and pressmen who took their 
place : and the number of labouring persons now occupied 1n the cotton 
manufacture 1s many times greater than were so occupied previously to 
the inventions of Hargreaves and Arkwright, which shows that besides 
the enormous fixed capital now embarked in the manufacture, it also 
employs a far larger cuculating capital than at any former time. But if 
this capital was diawn from other employments ; 1f the funds which took 
the place of the capital sunk in costly machinery, weie supplied not by an 
additional saving consequent on the 1nprovements, but by drafts on the 
general capital of the community ; what better are the labouring classes 
for the meie transfer? In what manner is the loss they sustained by the 
conversion of circulating into fixed capital, made up to them by a mere 
shifting of part of the remainder of the cuculating capital from its old 
employments to a new one? 

All attempts to make out that the labouring classes as a collective body 
cannot su{ter by the introduction of machinery, or by the simking of 
capital in permanent 1mpro. ements, are, I conceive, necessarily fallacious. 
That they would suffer in the particular department of industry to which 
the change applics, 1s generally admitted, and cbyious to common sense ; 
but it is often said, that though employmeft 1s withdrawn from labour in 
one depaitment, an exactly equivalent employment is opened for it in 
others, because what the consumers save in the increased cheapness of 
one particular auticle enables them to augment their consumption of 
others, thereby increasing the demand for other kinds of labour. This is 
plausible, but, as we saw in the last chapter, mvolves a fallacy ; demand 
for commoditie#'being a totally different thing from demand for labour. 
It 1s true, the consumers have now additional money to buy other things, 
but this will not create the other things, unless there 1s capital to produce 
them ; and the improvement has not set at lbeity any capital, if even it 
has not absorbed some fiom other employments. ‘The supposed increase 
of production and of employment for labour in other departments there- 
fore will not take place ; and the increased ¢emand for commodities by 
some consumers, will be balanced ,by a cessation of demand on the part 
of others, namely, the labduers who were superseded by the improve- 
ment, and who will now be maintained, if at all, by sharing, either in the 
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way of competition or of charity, in what was pieviously consumed by 
other people. 

§ 3. Nevertheless, I do not belicve that as things are actually trans- 
acted, improvements in production are often, if ever, mjunous, even 
temporarily, to the labouring’ classes in the aggregate. They would be 
so if they took place suddenly to a great amount, because much of the 
capital sunk must necessarily in that case“be p1ovided from funds aheady 
employed as circulating capital. But improvements are always intro- 
duced very gradually, and are seldom or never made by withdiawing 
circulating capital from actual production, but are made by the employ- 
ment of the annual increase. 1 doubt if there would be found a single 
example of a great incicase of fixed capital, at a time and place where 
circulating capital was not rapidly increasing hkewise. It 1s not 1n poor 
or backward counties that great and costly unpro,emen’s in production 
are made ‘To sink capital in land for a permanent return—to introduce 
expensive machinery— aie acts involving immediate sacrifice foi distant 
objects ; and indicate, in the first place, tolerably complete secunty of 
property ; in the second, a considerable activity of industnal enterprise ; 
and in the third, a high standafd of what has been called the ‘effective 
desire of accumulation .. which three things are the elements of a society 
rapidly progiessive in its amount of capital. Although, therefore, the 
labouring classes must suffer, not only if the increase of fixed capital 
takes place at the expense of ciuculating, but even if it 1s so large and 
rapid as to 1etaid that ordinary inaicase to which the giowth of popu- 
Jation has habitually adapted itself, yet, in poimt of fact, this 1s very 
unlikely to happen, since thee 1s probably no country whose fixed capital 
increases 1n a ratio mcre than pioportional to its circulating If the 
whole of the 1ailways which have lately obtained the sanction of Parhia- 
ment were constructed in the tunes fixed for the completion of each, this 
improbable contingency would, most likely, be 1ealived, but this very 
case 1s even now affording an example of the difficuluies which oppose 
the diversion into new channels of any considerable portion of the capital 
that supplies the old. difficulties generally much more than sufficient 
to prevent enterprises that involve the sinking of capital fiom catending 
themselves with such rapidity as to unpair the sources of the existing 
employment for labour. 

To these considerations mu#@ be added, that even if improvements did 
for a time decrease the aggregate produce and the circulating capital of 
the community, they would not the less tend in the long run to augment 
both. They increase the return to capital; and of this increase the 
benefit must necessarily accrue cither to the capitalist m picater profits, 
or to the consumer in diminished prices, affording, in either case, an 
augmented fund fiom which accumulation may be made while enlarged 
profits also hold out an increased inducement to accumulation In the 
case we before selected, in which the immediate result of the improve- 
ment was to diminish the gioss produce fiom two thousind four hundred 
quarters to one thousand five hundied, yet the profit of the capitalist 
being now five hundred quarters instead of four hundred, the extra one 
hundred quarters, if regularly saved, will in a few ycars 1cplace the one 
thousand quarters subtiacted from his circulating capital. Now the 
extension of business which almost certainly follows in any department 
in which an improvement has been made, affords a strong inducement to 
those engaged in it to add to their capital; and hence, at the slow pace 
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at which improvements are usually introduced, 4 great part of the capital 
which the improvement ultimately absorbs 1s Giawn from the increased 
profits and increased savings which tt has itself called forth. 

This tendency of improvements in production to cause increased 
accumulation, and thereby ultimately to inciease the gross produce, even 
if temporarily diminishing it, will assume a still more decided character 
if it should appear that there are_assignable limits both to the accumula- 
tion of capital, and to the incréase of production from the land, which 
limits once attained, all further increase of produce must stop; but that 
improvements in production, whatever may be their other effects, tend to 
throw one or both of these limits farthe: off Now, these are truths which 
will appear in the clearest light in a subsequent stage of our investigation. 
It will be seen, that the quantity of capital which will, or even which can, 
be accumulated in any country, and the amount of gross produce which 
will, or even which can, be raised, bear a proportion to the state of the 
arts of production there existing ; and that every improvement, even if 
for the time it diminish the circulating capital and the gross produce, 
ultimately makes room for a larger amount of both, than could possibly 
have existed otherwise. It 1s this which 1s the conclusive answer to the 
objections against machinery; and the proof thence arising of the ultimate 
benefit of mechanical inventions to the human race, will hereafter be seen 
to be conclusive * But this does not discharge governments from the 
obligation of alleviating, and if possible preventing, the evils of which this 
source of ultimate benefit 1s or may be productive to an existing gencra- 
tion. If the sinking or fixing of capital in machinery or useful works, 
were ever to proceed at such a pace as to impair matenally the funds for 
the maintenance of labour, 1t would be mcumbent on legislators to take 
measures for moderating its rapidity : and since improvements which do 
not diminish employment on the whole, alinost always throw some 
particular class of labourcrs out of it, there cannot be a more legitimate 
object of the legislators care than the interests of those who are thus 
sacrificed to the gains of their fellow-citizens and of posterity. 

To return to the theoretical distinction between fixed and circulating 
capital Since all wealth which 1s destined to be employed for 1eproduc- 
tion comes within the designation of capital, there are parts of capital 
which do not agree with the definition of either species of it ; for instance, 
the stock of finished goods which a manufacturer or dealer at any time 
possesses unsold in his waichouses. bus this, though capital as to its 
destination, 1s not yet capital in actual exercise . it 1s not engaged in pro- 
duction, but has first to be sold or exchanged, that 1s, converted into an 
equivalent value of some other commodities ; and therefore is not yet 
either fixed o1 ciftulating capital, but will become erther one or the other, 
or be eventually divided between them. With the proceeds of his finished 
goods, a manufacturer will partly pay his workpeople, partly replenish his 
stock of the matenals of his manufacture, and partly provide new buildings 
and machinery, or repair the old ; but how much will be devoted to one 
purpose, and how much to another, depends on the nature of the manu- 
facture, and the requirements of the paiticular moment. ee 

It should be obscived further, that the portion of capital which ts con- 
sumed in the form of seed or material, although, unlike fixed capital, it 
requires to be at once replaced from the gross produce, stands yet in the 


* Infra, book iv. chap, v, 
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same relation to the employment of labour a§ fixed capital does. What 
is expended in materials 1s as much withdrawn from the maintenance and 
remuneration of labourers, as what is fixed in machimery ; and if capital 
now expended in wages were diverted to the providing of materials, the 
effect on the laboure:s would be as prejudicial as if it were converted into 
fixed capital. This, however, 1s a kind of change which never takes place. 
The tendency of improvements in production 1s always to economize 
never to increase, the expenditure of seed or material for a given produce, 
and the interest of the labourers has no“detriment to apprehend from this 
source. 


CHAPTER VII. 


ON WHAT DEPENDS THE DFGRLE OF PRODUCTIVENESS OF 
PRODUCTIVE AGENTS. 


§ 4. Wer have concluded our general survey of the requisites of produc 
tion. We have found that they may be reduced to three . labour, capital, 
and the matetials and motive forces afforded by nature. Of these, labour 
and the raw matenal of the globe are piimary and indispensable. 
Natural motive powers may 2e called in to the assistance of labour, and 
are a help but not an essential, of production. The 1emaining requisite, 
capital, 1s itself the product of labour : its instrumentality in production is 
therefore, in reality, that of labour in an indirect shape. It does not the 
less requiue to be specified separately. A previous application of labour 
to produce the capital required for consumption during the work, 1s no 
less essential than the application of labour to the wouk itself Of capital, 
again, one, and by far the largest portion, conduces to production only by 
sustaining mn existence the labour which produces. the remainder, namely, 
the instruments and materials, contubute to it duectly, in the same 
manner with natural agents, and the matenals supphed by nature. 

We now advance to the second great question in political economy; on 
what the degree of productiveness of these agents depends For it 1s 
evident that their productive efficacy varies greatly at various times and 

laces. With the sume popul ition and extent of teritory, some counties 

ave a much larger amount of production than others, and’ the same 
country at one time a greater amount than itself at another. Compare 
England either with a similar cxtent of teritory in Russia, or with an 
equal population of Russians Compare England now with England in 
the middle ages, Sicily, Northern Africa, or Syria at present, with the 
same countries in the time of their greatest prosperity, before the Roman 
conquest. Some of the causes which contribute to this difference of pro- 
ductiveness are obvious ; others not so much so. We ysocced to specify 
several of them. 

§ 2. The most evident cause of supetior productivengss is what aie 
called natural advantages. These are various. Fertility of soil is one of 
the principal. In this there are great vanieties, from the deserts of Arabia 
to the alluvial plains of the Ganges, the Niger, and the Mississipp. A 
favourable climate 1s even more important thana rich soil. There are 
counties capable of being imhabited, but too cold to be compatible with 
agriculture. Their mhabitants cannot pass beyond the nomadic state ; 
they must hive, hke the Laplanders, by the domestication of the rein-deer, 
if not by hunting or fishing, hke the miserable Esquimaux. There are 
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countries where oats will ripen, but not wheat, such as the North of Scot- 
land ; others where wheat can be grown, but from excess of moisture, and 
want of sunshine, affords but a precarious crop; as in parts of Ireland. 
With each advance towards the south, or, in the European temperate 
region, towards the east, some new branch of agriculture becomes first 
possible, then advantageous ; the vine, maize, figs, olives, silk, rice, dates, 
successively present themselves, until we come to the sugar, coffee, cotton, 
spices, etc, of climates which aéso afford, of the more common agri- 
cultural products, and with only a shght degree of cultivation, two or even 
three harvests in a year. Nor 1s it in agriculture alone that differences of 
climate are important. Their influence is felt in many other branches of 
production : in the durability of all work which 1s exposed to the air ; of 
buildings, for example. If the temples of Karnac and Luvor had not 
been injured by men, they might have subsisted in their onginal per- 
fection almost for ever, for the inscriptions on some of them, though 
anterior to all authentic history, are fresher than 1s 1n our climate an in- 
scription fifty yeais old. while at St. Petersburg, the most massive works, 
solidly executed in gianite hardly a generation ago, are alieady, as 
travellers tell us, almost in a state to require reconstruction, fiom alternate 
exposure to summer heat and intense frost. « The superiority of the woven 
fabrics of Southern Europe over those of England in the nchness and 
clearness of many of their colours, is ascribed to the superior quality of 
the atmosphere, for which neither the knowledge of chemists nor the skill 
of dyers has been able to provide, in our hazy and damp climate, a 
complete equivalent. 

Another part of the influence of climate consists in lessening the 
physical requirements of the producers. In hot regions, mankind can 
exist in comfort with less perfect housing, less clothing ; fucl, that essential 
necessary of life in cold climates, they can almost dispense with, except 
for industrial uses. They also require less aliment ; as experience had 
proved, long before theory had accounted for it by ascertaining that most 
of what we consume as food 1s not required for the actual nutrition of the 
organs, but for keeping up the animal heat, and for supplying the neces- 
sary stimulus to the vital functions, which in hot climates 1s almost 
sufficiently supphed by air and sunshine. Much, therefore, of the labour 
elsewhere expended to procure the mere necessaues of life, not being 
required, more remains disposable for its higher uses and its enjoy ments ; 
if the character of the inhabitants does not rathe: mduce them to use up 
these advantages 1n over-population, or in the mdulgence of 1epose. 

Among natural advantayes, besides soil and climate, must be mentioned 
abundance of mineral productions, in convenient situations, and capable 
of being woiked aith moderate labour. Such are the coal-fields of Great 
Biitain, which do so much; to compensate its inhabitants for the dis- 
advantages of glimate ; and the scarcely inferior resources possessed by 
this country and the United States, in a copious supply of an easily 
reduced iron ore, at no great depth below the earth's surface, and in close 
proximity to coal deposits available for working it. In mountain and hill 
districts, the abundance of natural water-power makes considerable 
amends for the usually inferior fertility of thase regions. But perhaps a 
greater advantage than all these 1s a maritime situation, especially when 
accompanied with good natural harbours ; &nd, next to it, great navigable 
rivers, These advantages consist indeed wholly in saving of cost of 
carriage. But few who have not considered the subject, have any adequate 
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notion how great on extent of economical adv.ntage this comprises ; not, 
without having considered the influence exercised on production by ex- 
changes, and by what 1s called the division of labour, can it be fully 
estimated. So important 1s it, that it often does more than counter- 
balance stenlity of soil, and almost every other natural inferiority , espe- 
cially in that eatly stage of industry in which labour and science have not 
yet provided artificial means of communication capable of iivalling the 
natural. In the ancient world, and in the middle ages, the most pros- 
perous communities were not those which had the lupest tertory, or the 
inost fertile soil, but 1athe: those whih had been forced by natual 
sterility to make the utmost use of a Convenient mazitime situation ; as 
Athens, Tyre, Marseilles, Venice, the fiee cities on the Daltic, and the like. 

§ 3. So much for natural advantages, the value of which, c@/ers 
paribus, 15 too obvious to be ever undenated. But experience testifies 
that natural advantages scarcely ever do for a community, no more than 
fortune and station do for an individual, anything like what it hes in their 
nature, or in their capacity, todo The greatest advantages gratuitously 
bestowed, generally become disadvantages Neither now nor in former 
aves have the nations possessing the best climate and soil been either the 
richest or the most powerful, but fin so far as regards the mass of the 
people) generally among the poorest, though, in the midst of poverty, 
probably on the whole the most enjoving — ITuman hfe in those counties 
can be supported on so Iittle, that the poor seldom suffer fiom anvety, 
and in climates in which mere exstence 1s a pleasure, the luaury which 
they prefer is that of repose Energy, at the call of passion, they possess 
in abundance, but not that which is manifested in sustamed and perse- 
vering labour and as they seldom concern themselves enough about 
remote objects to establish good political institutions, the incentives to 
industry are further weakened by imperfect protection of its fruits Suc- 
cessful production, hke most other hinds cf success, depends more on the 
qualities of the human agents, than on the circumstances in which they 
work + and it 1s difficulties, not facilities, that nourish bodily and mental 
energy. Accord:nely the tribes of mankind who have overrun and con. 
quered others, and compelled them to labour for their benefit, have been 
mostly reaed amidst hardship They have either been bred in the 
forests of northern climates, or the deficiency of natural hardships has 
been supplied, as among the Greeks and Romans, by the artificial ones 
of a ngid military discipline. rom the time when the circumstances of 
modern society permitted the discontinuance of that discipline, the South 
has no longer produced conquering nations ; military vigour, as well as 
speculative thought and industrial energy, have all had their principal 
seats in the less favoured North 

As the second, therefore, of the causes of supenor groductiveness, we 
may rank the gieater energy of labour By this is not to be understood 
occasional, but regular and habitual energy No one undergoes, without 
murmuiing, a gicater amount of occasional fatigue and hardship, or has 
his bodily powers, and such faculties of mind as he possesses, kept longer 
at their utmost stretch, than the North Amciican Indian > yet his mdolence 
is proverlial, whenever he has a brief despite from the pressure of present 
wants. Individuals, or races, do not differ so much in the effoits they are 
able and willing to make under strony immediate incentives, as in their 
capacity of present exertion for a distant object ; and in the thoroughness 
of their apphcation to work on ordinary occasions. In this last quality 
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the English, and perhaps®the Anglo-Americans, appear at piesent to 
surpass every other people. This efficiency of labour is connected with 
their whole character ; with their defects, as much as with their good 
qualities. The majonty of Englishmen and Ameticans have no I|ife but 
in their work; that alone stands between them and ennui. Either from 
original temperament, climate, or want of development, they aie too 
deficient in senses to enjoy mcre existence in repose ; and scaicely any 
pleasure or amusement 1s pleasure or amusement to them, Except, there- 
fore, those who ate alive to some 8f the nobler interests of humanity (a 
small minority in all counties), they have little to distiact their attention 
from work, o1 to divide the dominion over them with the one propensity 
which is the passion of those who have no other, and the satisfaction of 
which comprises all that they imagine of success in life—the desne of 
growing iicher, and getting on in the world. This last characteristic 
belongs chiefly to those who are in a condition superior to day labourers ; 
but the absence of any taste for amusement, or enjoyment of repose, 1s 
common toall classes. Whether from this or any other cause, the national 
steadiness and persistency of labour extends to the most improvident of 
the Erglish working classes—those who never think of saving, or im- 
proving then condition. It has become the habit of the country , and 
hfe in J.england 1s moire governed by habit, ahd less by personal inclina- 
tion and will, than in any other country, except perhaps China or Japan. 
The effect 1s, that where hard labour is the thing 1equied, there ale no 
labourers hke the English , though 1n natural intelligence, and even in 
manual dexterity, they have many superiors. 

Energy of labour, though not an unqualified good, nor ore which it is 
desirable to nourish at the expense of other valuable attributes of human 
nature, is yet, in a ceitain measuie, a necessary condition of any gieat 
improvement among mankind = To civilize a savage, he must be inspned 
with new wants and desires, even if not of a very elevated kind, provided 
that their giatification can be a motive to bodily and mental exertion. If 
the negroes of Jamaica and Demeiana, after their emancipation, had con- 
tented themselves, as it was predicted they would do, with the necessaries 
of life, and abandoned all Jabour beyond the httle which in a tropical 
climate, with a thin population and an abundance of the richest land, 1s 
sufficient to suppoit existence, they would have sunk into a condition 
more barbarous, though less unhappy, than their previous state of slavery. 
‘Lhe motive which was most 1ched on for inducing them to work was their 
love of fine clothes and personal ornaments No one will stand up for 
this taste as in itself worthy of bemg cultivated, and in most societies its 
indulgence tends to nmpoverish rather than to eniich, but im the state of 
mind of the nevroes it may have been the only incentive that could make 
them voluntanly un@eigo systematic Jabour, and so acquire 01 maintain 
habits of industry which may be converted to more valuable ends. As 
much as the indus#ial sprit required to be stimulated in their case, so 
much does it requie to be moderated in such countues as England and 
the United States. There, it 1s not the desiie of wealth that needs to be 
taught, but the use of wealth, and appreciation of the objects of desite 
which wealth cannot purchase, or for attaining which it 1s not requned, 
Every real improvement im the character of the English o: Amenicans, 
whether it consist im giving them Ingher aspirations, o: only more 
numerous and better pleasures, must necessauly moderate the all-en- 
grossing torment of their industnalishy ; must dimn sh, therefore, so far 
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as it depends on that cause alone, the aggiegate productiveness of their 
labour. There 1s no need, however, that 1t should diminish that strenuous 
and business-like apphcation to the matter in hand, which 1s one of their 
most precious characteristics ‘Whoever’ (says Mr Laine *) ‘looks into 
the social economy of an Enghsh or Scotch manufactuiimg district, in 
which the population has become thoroughly imbued with the spirit of 
productiveness, will observe that 1t 1s not meicly the expertness, despatch, 
and skill of the operative himself, thft are concerned in the prodigious 
amount of his production in a given time, but the laboure: who wheels’ 
coal to his fire, the gitl who makes 1eady his breakfast, the whole popula- 
tion, in shoit, from the potboy who brings his beer, to the banker who 
keeps his employer's cash, are mspued with the same aleit spirit, are m 
fact working to lis hand with the same quickness and punctuality as he 
wotks himself. Iénglish workmen taken to the Continent always com- 
plain that they cannot get on with their work as at home, because of the 
slow, unpunctual, pipe-in-mouth working habits of those who have to woik 
to their hands, and on whom their own activity and productiveness 
mainly depend’ 

Foreigners are genetally quite unavae that to these qualities in 
English industry the wealth and power which they scck to emulate 
aie in reality owing, and not to the ‘ships, colomes, and commerce’ 
which these qualities have called into being, and which, even if annilne 
lated, would leave England the richest country inthe world. An English- 
man, of almost every class, 1s the most efficient of all Jabourers, because, 
to use a common phrase, his heait is in his work. But it 1s surely quite 

ossible to put heart into his work without beiny incapable of putting 1t 
into anything else. The des'rable medium 1s one which mankind have 
not often known how to hit. when they do labour, to doit with all their 
might, and especially with all their mind ; but to devote to Jabour, for mere 
pecuniary gain, fewer hours tn the day, fewer days in the year, and fewer 
years of life 

§ 4. The thud element which determines the productiveness of the 
labour of a community 1s the skill and knowledge therem euisting ; 
whether it be the skill and knowledge of the labowers themselves, 
or of those who direct their labour. No illustration is requisite to 
show how the efficacy of industry 1s promoted by the manual dextenty 
of those who perform mere 1outine processes ; by the intelligence of those 
engaged in operations in which the mind has a considerable part; and by 
the amount of knowledge of natural powers and of the properties ot 
objects which 1s turned to the purposes of industry ‘That the produc- 
tiveness of the Jabour of a people 1s united by their knowledge of the arts 
of life 1s self-evident ; and that any progress in thoge arts, any 1mproved 
application of the objects or powers of nature to industrial uses, 
enables the same quantity and intensity of labour -to 1aise a greater 
produce. 

One principal department of these improvements consists in the inven- 
tion and use of tools and machinery. {the manner in which these serve 
to Increase production and to economve labour, needs not be specially 
detailed in a work like the present: it will be found explained and 
exemplified, in a mannercat once scientific and popular, in Mr. Babbage’s 
well-known ‘Economy of Machinery and Manufactures.’ An entire 


* Notes of a Traveller, p, 290. 
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chapter of Mr. Babbage’s book is composed of instances of the efficacy 
of machinety in ‘exeiting forces too gieat for human power, and executing 
operations two delicate for human touch, But to find examples of work 
which could not be performed at all by unassisted labour, we need not go 
so far. Without pumps, woiked by steam engines or otherwise, the water 
which collects in mines could not in many situations be got 1d of at all, 
and the mines, after bemg woiked to a little depth, must be abandoned : 
without ships or boats, the sea couad never have been crossed ; without 
tools of some soit, trees could not be cut down nor rocks eacavated ; a 
lough, or at least a spade, 1» necessary to any tillage of the ground. 
Nery simple and rude instiuments, however, are sutficient to render 
literally possible most woiks hitheito executed by man, and subsequent 
inventions have chiefly served to enable the woik to be performed in 
greater peifection, and, above all, with a gicatly diminished quantity of 
labour: the labour thus saved becoming disposable for other employ- 

nent. 

The use of machinery 1s far from being the only mode in which the 
effects of knowledge in aiding production are exemplified In agriculture 
and horticulture, machinery has done little of mpoitance, beyond the in- 
vention and prosiessive improvement of the plough and a few other 
simple instruments, ‘The greatest agricultural inventions have consisted 
in the duect application of more judicious processes to the land itself and 
the plants growing on it such as 1otation of crops, to avoid the necessity 
of leaving the land uncultivated for one scason in every two or three ; 1m- 
plroved manimes, to 1enovate its feitiulity when eahausted by cropping ; 
conversion of bogs and maishes into cultivable land; such modes of 
pruning, and of training and propping up plants and trees, as experience 
has shown to deserve the preference ; in the case of the more expensive 
cultures, planting the 100ts or seeds further apait, and moe completely 
pulverizing the soil in which they aie placed, etc. In manufactures and 
commerce some of the most important improvements consist in econo- 
musing tune ; in making the return follow more specdily upon the labour 
and outlay. Theieaic others of which the advantage consists in economy 
of mateital. 

§ 5. But the effects of the incicased knowledge of a community in 
increasing its wealth, necd the less illustiation as they have become 
familiar to the most uneducated, from such conspicuous instances as rail- 
ways and steamships. <A thing not yet, perhaps, so well understood and 
recognised, 18 the economical value of the general diffusion of intelligence 
among the neople. The number of peisons fitted to diect and superin- 
tend any industial enterprise, or even to execute any process which can- 
not be reduced almogt to an affair of memory and routine, 1s always far 
short of the demand ; as 1s evident from the cno1rmous difference between 
the salaries paid to such peisons, and the wages of ordinary labour. The 
deficiency of practical good sense, which renders the majonty of the 
labouring class, in this and many other countues, such bad calculators— 
which makes, for instance, their domestic economy so impiovident, lax, 
and uregular—must disqualify them for any but a low grade of intelhgent 
Jabour, and 1ender their industry far less productive than with equal 
energy it otherwise might be The importance, even in this limited 
aspect, of popular education, is well worthy of the attention of politicians, 
especially in England ; since competent observers, accustomed to employ 
labourers of various nations, testify that in the workmen of other countries 
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they often find great intelligence wholly apart from instruction, but that 
if an English labourer 1s anything but a hewer of wood and drawer of 
water, he 1s indebted to education (though often to self-education) for 1t.* 

The moral qualities of the labourers are fully as important, to the 


* Extracts from the evidence of Mr Escher, of Zurich (an engineer and cotton 
manufacturer employing nearly two thonsand working men of many different 
nations), annexed to the Report of the Poor Law Commissioners in 1840, on the 
training of pauper children, 

‘The Italians’ quickness of perception 1s shown in rapidly comprehending any 
new descriptions of Jabour put into their hands, in a power of quickly compre- 
hending the meaning of then employer, of adapting themselves to new circum- 
stances, much beyond what any other classes hive The French workmen have 
the hke natural characteristics, only ina somewhat lower degree. The English, 
Swiss, German, and Dutch workmen, we find, have all much slower natural com- 
prehension. As workmen ou/y, the preference 1s undoubtedly due to the Itnglish ; 
because, as we find them, they are all trained to special branches, on which they 
have had comparatively superio: training, and have conccntrated all their thoughts. 
As men of business or of general usefulness, and as men with whom an employer 
would best like to be surrounded, I should, however, decidedly prefer the Saxons 
and the Swiss, but more especially the Saxons, because they have had a very care- 
ful general education, which has extended their capacities beyond any special 
employment, and rendered them fit to take up, after a short preparation, any 
employment to which they may be called Jf I have an English workman engaged 
in the erection of a steam engine, he will understand that, and nothing else ; and 
for other circumstances or other branches of mechanics, however closely allied, he 
will be connparatively helpless to adapt himself to all the circumstances that may 
arise, to make arrangements for them, and give sound advice or write clear state- 
ments and letters on his work in the various related Inanches of mechanics ’ 

On the conneaion between mental cultivation and moral trustworthiness in the 
labouring class, the same witness says, ‘ The better cducated workinen, we find, 
are distinguished by superior moral habits im every respect. In the first place, 
they aie entnely sober ; they are discrect in their enjoyments, which are of a more 
rational and refincd hind ; they have a taste for much bette: socicty, which they 
approach respectfully, and consequently find much readie: admittance to it, they 
cultivate music ; they read ; they enjoy the pleaswes of scenery, and make parties 
for excursions into the country ; they are economical, and their economy extends 
beyond their own purse to the stock of their master; they are, consequently, 
honest and trustworthy.’ And in answer to a question respecting the Knghsh 
woikmen, * Whilst in respect to the work to which they have been specially trained 
they are the most skilful, they are in conduct the most disorderly, debauched, and 
unruly, and Jeast :espectable and trustworthy of any nation whatsvever whom we 
have employed, (and in saying this, I express the experience of cvery manufacturer 
on the Continent to whom I have spoken, and especially of the English manu- 
facturers, who make the Icudest complaints). These chatactenistics of depravity 
do not apply to the Lnglsh wo.kmen who have rece.ved an cducation, but attach 
to the others in the degice in whica they arc in want of it. eWhicn the uneducated 
Enghsh workmen are released from the bonds of aren diseapl-ne in which they have 
been restrained by their employers in England, and are treated with the urbanity 
and friendly feeling which the more educated workmen on the Continent expect 
and receive from their cmployers, they, the HMnghsh workmen, completely Jose 
their balance they do not undeistand their position, and after a ccitain time be- 
come totally unmanagcable and useless. The educated English workmen in a 
short time comprehend theif position, and adopt an appropriate behaviour,’ 

The entire evidence of this intelligent and experienced employer of labour is 
deserving of attention ; as well as much testimony on similar points by otheg 
Witnesses, contained jn the same volume. 
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efficiency and worth of their Jabour, as the intellectual. Independently 
of the effects of intemperance upon their bodily and mental faculties, and 
of flighty, unsteady habits upon the energy and continuity of their wok 
(points so easily understood as not to 1cquire being insisted upon), it 1s 
well worthy of meditation, how much of the aggregate effect of their 
labour depends on their tiustwoithiness. All the labour expended in 
watching that they fulfil their engaggment, or in verifying that they have 
fulfilled it, 1s so much withdrawn from the real business of production, to 
be devoted toa subsidiary function rendered needful not by the necessity 
of things but by the dishonesty of men. Nor aie the gieatest outward 
precautions comparable in efficacy to the monitor within ~The advantage 
that it 1s to mankind to be able to trust one another, penetrates into every 
crevice and cranny of human hfe the economical 1s perhaps the smallest 
part of it, yet even this 1s incalculable. To consider only the direct waste 
of wealth occasioned to society by human improbity ; there 1s in all nich 
communities a predatory population, who live by pillaging or overreaching 
other people ; their numbers cannot be authentically ascertained, but on 
the lowest estimate, in a country hke England, it 1s very large. The 
support of these persons 1s a dnect buithen on the national industry. 
The police, and the whole apparatus of punishment, and of criminal and 
partly of civil justice, are a second buithen rendered necessary by the 
first. ‘Ihe highly paid profession of lawyers are required and supported 
principally by the dishonesty of mankind _ As the standard of integrity in 
a community 1s higher, so are all these expenses Iess. Put this positive 
saving 1s far outweighed by the increased spirit, the fecling of power and 
confidence, with which works of all sorts are planned and canied on by 
those who feel that all whose aid 1s requied will do their part faithfully 
according to their contracts. Conjornt action 1s possible just in proportion 
as human beings can rely on each other. ‘There are countries in Europe, 
of first rate industnial capabilities, where the most se1ious impediment to 
conducting business concerns ona large scale, 1s the razity of persons who 
are supposed fit to be trusted with the receipt and expenditure of large 
sums of money There are nations whose commodities are looked shyly 
upon by merchants, because they cannot depend on finding the quality of 
the article conformable to that of the sample. Such short-sighted frauds 
aie far from unexampled even in English exports. Everyone has heard 
of ‘devil’s dust :' and among other instances given by Mr. Babbage 1s 
one in which a branch of export trade was for a long time actually stopped 
by the forgeries and frauds which had occurred in it. On the other hand, 
the substantial advantage derived in business transactions from proved 
trustworthiness, is npt less remaikably exemplified in the same work. 
‘At one of our largest towns, sales and purchases on a very extensive 
scale are made daily in the coutse of business without any of the parties 
ever exchanging a f&1itten document’ Spiead over a whole year's trans- 
actions, how great a return, in saving of time, trouble, and expense, 1s 
brought in to the preducers and dealers of such a town fiom their own 
integrity! ‘The mfluence of established character in producing confidence 
operated ina very remarkable manner at the time of the eaclusion ot 
3ritish manufactures fiom the Continent dung the last war. One of our 
largest establishments had been in the habit of@doing extensive business 
with a house in the centre of Germany ; but on the closing of the conti- 
nental ports against our manufactures, heavy penalties were inflicted on 
all those who contravened the Berlin and Milan decrees. The English 
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manufacturer continued, nevertheless, to receive orders, with diections 
how to consign them, and appointments for the time and mode of pav- 
ment, in letters, the handwiiting of which was known to him, but which 
were never signed except by the Christian name of one of the firm, and 
even in some instances they were without any signatme at all These 
orders were executed, and 1n no instance was theie the least irregularity 
in the payments * 


* Some minor instances noticed by Mr. Babbage may be cited in further illus- 
tration of the waste occasioned to society though the inalulity of its members to 
trust one another. 

‘The cost to the purchaser is the price he pays for any article, added to the 
cost of verifying the fact of its having that degree of goodness for which he con- 
tracts. In some cases, the goodness of the article 1s evident on mere inspection ; 
and in those cases there is not much difference of price at different shops The 
goodness of loaf sugar, for instance, can be discerned almost at a glance , and the 
consequence 1s, that the price is so uniform, and the profit upon it so small, that 
no grocer 1s at all anxious to sell 1t ; whilst, on the other hand, tea, of which it is 
eaceedingly difficult to judge, and which can be adulterated by mixture so as to 
deceive the skill even of a practised eye, has a ereat variety of different prices, and 
18 that article which every piece: 1s most anaious to sell to his custumers. The 
difficulty and expense of venfication are in some instances so great as to justify 
the deviation from well-established pi.nciples. Thus it 1s a general maxim that 
government can purchase any aiticle at a cheaper 1ate than that at which they can 
manwactue it themselves, Dut it has, nevertheless, been considcred more 
economical to build extensive flour-mills (such as those at Deptford), and to grind 
their own corn, than to verify each sack of purchased flour, and to employ persons 
in devising methods of detecting the new mocles of adulteration which might be 
continually resorted to’ A similar want of confidence might deprive a nation, 
such as the United States, of a large export trade in flour, 

Again: ‘Some years since, a mode of preparing old clover and tiefuil seeds bya 
process called doctorzn¢ became so prevalent as to excite the attention of the Iouse 
of Commons. It appeared in evidence before a Committee, that the old seed of 
the white clover was doctored by fist wetting it slightly, and then diying at by the 
fumes of burning sulphur ; and that the red clover seed had its colour improved by 
shaking it in a sack with a small quantity of indigo ; but this being detected after 
a time, the docfors then used a preparation of logwood, fined by a little copperas, 
and sometimes by verdigris; thus at once improsing the appearance of the old 
seed, an‘ diminishing, if not destroying, its vegetauve power, already enfeebled by 
age. Supposing no myury had resulted to guod seed so prepared, it was proved 
that, fiom the improved appearance, the market price would be enhanced by this 
process from five to twenty-five shillings a hundred weight. But the greatest evil 
arose from the circumstance of these proce-ses rendering old and werthless seed 
equal in appearance to the best. One witness had tried some doctored seed, and 
found that not above one grain in a hundred grew, ane that those which did 
vegetate died away afterwards ; whilst about cighty or ninety per cent. of pood 
seed usually grows. ‘The seed so treated was sold to retail dealers in the country, 
who of course endeavoured to purchase at the cheaper rate, and from them it got 
into the hands of the farmers, neither of these classes being capable of distins 
gushing the fiaululent from the genuine seed. Many cultivators in consequence 
diminished their consumption of the article, and others were obliged to pay a higher 
price to those who had slall to distinguish the miaed seed, and who had integrity 
and character to prevent them from dealing in it.’ 

The same writer states thet Irsh flax, though in natural quality inferior to none, 
sells, or did lately sell, in the maihet at a penny to twopence per pound Jess than 
foreign or British flax 5 part of the difftrence arising from negligence in its prepara- 
tion, but part from the cause mentioned in the evidence of Mr. Corry, many years 
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§ 6. Among the secondary causes which determine the productiveness 
of productive agents, the most mmportant 1s Secuzity. By security I mean 
the completeness of the protection which society affords to its members. 
This consists of protection dy the government and protection agazs/ the 
government. The latter 1s the more 1mpottant. Where a person known 
to possess anything worth taking away, can expect nothing but to have it 
torn from him, with every circumstance of tyrannical violence, by the 
agents of a 1apacious goveinment? it 1s not likely that many will exert 
themselves to produce much more than necessaries. This 1s the acknow- 
ledged explanation of the poverty of many fertile tracts of Asia, which 
wele once prosperous and populous. F1om this to the degree of security 
enjoycd in the best govcined paits of Europe, there are numerous grada- 
tions. In many provinces of Fiance, before the Revolution, a vicious 
system of taxation on the land, and still more the absence of redress 
against the arbitrary exactions which were made under colour of the 
taxes, 1endered it the interest of every cultivator to appear poor, and 
therefore to cultivate badly. The only insecurity which 1s altogether 
paralyzing to the active energics of producers, 1s that arising fiom the 
government, or fiom persons imvested with its authority. Against all 
other depredators there 1s a hope of de‘ending ones self. Greece and the 
Gieek colonies in the ancient world, Flandeis and Italy m the middle 
ages, by no means enjoyed what anyone with modcin ideas would call 
security : the state of society was most unsettled and turbulent ; person 
and property were exposed to a thousand dangeis. But they were free 
countries ; they weie neither arbitrarily oppressed, nor systematically 
plundered by their governments. Against other enemies the individual 
energy which their institutions called forth enabled them to make suc- 
cessful resistance ; their labour, therefore, was eminently productive, and 
their riches, while they remained free, were constantly on the inciease. 
The Roman despotism, putting an end to wais and inteinal conflicts 
throughout the empire, reheved the subject population fiom much of the 
former insecurity : but because it left them under the giinding yoke of its 
own rapacity, they became enervated and impoverished until they were 
an casy prey to batbaious but fiee invaders. ‘They would neither fight 
nor labour, because they were no longer suffered to enjoy that for which 
they fought and laboured. 


Secietary to the Insh Linen Board: ‘The owners of the flax, who aie almost 
always people in the lower classes of life, believe that they can best advance their 
own Interests by imposing on the buyers. lax being sold by weight, various ex- 
pedients are used to increase it ; and every expedient is injurious, particularly the 
damping of it 3 a very c@nmon practice, which makes the flan afterwards heat. The 
inside of every bundit: (and the bundlcs all vary im bulk) 1s often full of pebbles, or 
dirt of various kinds, {o increase the weight. In this state it is purchased and ex- 
ported to Great Diitain,’ 

It was given in evidence before a Committee of the House of Commons that the 
Jace trade at Nottingham had greatly fallen off from the making of fraudulent and 
bad articles: that ‘a kind of lace called simg/e-gress was manufactured’ (I still 
quote Mr. Babbage), § which, although good to the eye, became nearly spoiled m 
washing by the slipping of the threads , that not one person in a thousand could 
distinguish the difference betwcen single-press and deuble-press lace ; that even 
workmen and manufacturers were obliged to employ a magmuying glass for that 


Purpose ; and that in another similar article, called warp-lace, such aid was 
essential,’ 
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Much of the security of person and property in modern nations is the 
effect of manners and opinion rather than of law. There are, or lately 
were, countries in Europe where the monarch was nominally absolute, 
but where, from the restraints imposed by established usage, no subject 
felt practically in the smallest danger of having his possessions arbitrarily 
seized or a contribution levied on them by the government. Theie must, 
however, be in such governments much petty plunder and othe: tyranny 
by subordinate agents, for which reliess is not obtained, owimg to the 
want of publicity which 1s the ordinary character of absolute governments. 
In England the people are tolcrably well protected, both by institutions 
and manners, against the agents of government; but, for the secur.ty 
they enjoy against other evil-doeis, they are very httle indebted to their 
institutions. The laws cannot be said to afford protection to property 
when thy afford it only at such a cost as renders submission to injury in 
general the better calculation The secuty of property in England is 
owing (except as regards open violence) to opimion, and the fear of 
e\posure, much more than to the law and the courts of justice. Of late, 
indeed, law has thrown part of its wcight into the other scale, by a course 
of legislation on the subject of insolvent debtors, which 1s almost a direct 
encouragement to repudiation of engagements 

Independently of all imperfecoom in the bulwarks which society pur- 
posely throws round what it recoyswses as property, there are various 
other modes 1n which defective institutions impede the employ ment of the 
productive resources of a country to the best ad\antage. We shall have 
occasion for noticing many of these in the progress of our subject. It 1s 
sufficient here to remark, that the efficiency of industry may be expected 
to be great, in proportion as the fruits of industry are insured to the person 
exciting it; and that all social arrangements are conducive to useful 
exertion, according as they provide that the reward of everyone for his 
labour shall be propoitioned as much as possible to the benefit which it 
produces. All Jaws or usages which favour one class or sort of persons to 
the disadvantage of others , which chain up the efforts of any part of the 
community in pursu.t of their own good, or stand between those efforts 
and their natural fruits—are (independently of all other grounds of con- 
demnation) violations of the fundamental principles of economical policy ; 
and tend to make the aggregate productive powers of the community 
productive in a less degice than they would othei wise be, 


CHAPTER VIII. 
OF CO-OPERATION, OR 1THL COMBINATION® OF LABOUR. 


§ 1. IN the enumeration of the circumstances which promote the pro- 
ductiveness of labour, we have left one untouched, vhich because of its 
importance, and of the many topics of discussion which it involves, 
requires to be treated apart. This 15, co-operation, or the combmed 
action of numbeis, Of this great aid to production, a single department, 
known by the name of Division of Labour, has engaved a Jaige share of 
the attention of political economists ; most deservedly indeed, but to the 
exclusion of other cases znd e,emplifications of the same comprehensive 
law. Mr. Wakefield was, I believe, the first to point out, that a part of 
the sulyect had, with imjurious effect, been mistaken for the whole ; that 
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amore fundamental principle lies beneath that of the division of labour, 
and comprehends tt. 

Co-operation, he wbseives,* is ‘of two distinct kinds. fist, such 
co-operation as takes place when several persons help each other in the 
same employment; secondly, such co operation as takes place when 
several peisons help each other in diffeient employments. These may be 
termed Simple Co-opeiation and Complex Co-operation. 

‘The advantage of simple co-operation is dlustiated by the case of two 
greyhounds running together, whic®, it 1s said, will kill more hares than 
four greyhounds 1unning separately. Ina vast number of simple opera- 
tions performed by human encrtion, it 1s quite obvious that two men 
working together will do more than four, or four times four men, each of 
whom should work alone In the hfting of heavy weights, for example, 
in the felling of trees, in the sawing of timber, in the gathenng of much 
hay or corn dung a shoit pe1iod of fine weather, in draining a large 
extent of land during the short season when such a work may be properly 
conducted, in the pulling of ropes on board ship, in the rowing of large 
boats, in some mining operations, in the crection of a scaffolding for 
building, and in the breaking of stones for the repair of a road, so that 
the whole of the road shall always be kept in good order. 1n all these 
simple operations, and thousands more, it 1s absolutely necessary that 
many peisons should woik toyether, at the same time, in the saine place, 
and in the same way. ‘The savages of New Holland never help each 
other, even in the most simple operations , and their condition 1s hardly 
supelior, in some respects it 1s inferio1, to that of the wild animals which 
they now and then catch. Let anyone imagine that the labourers of 
England should suddenly desist from helping each other in simple 
employments, and he will see at once the prodigious advantages of 
simple co-operation. In a countless number of employ ments, the produce 
of labour 1s, up to a ceitain point, in propoiuen to such mutual assistance 
amongst the workmen. This is the first step in social improvement’ The 
second 1s, when ‘one bedy of men having combined their labour to raise 
morc food than they require, another body of men aie induced to com- 
bine their labout for the purpose of producing more clothes thin they 
require, and with those suiplus clothes buying the surplus food of the 
other body of labourers ; while, 1f both bodies together have produced 
more food and clothes than they both require, both bodies obtain, by 
means of exchange, a proper capital foi setting more labourers to work in 
then respective occupations.’ To simple co-operation, 1s thus superadded 
what Mr. Wakefield terms Complex Co-operation The one 1s the com- 
bination of several labourers to help each other in the same set of opera- 
tions; the other is the combination of several labourers to help one 
another by a division ef operations 

Theie is an impoitant distinction between simple and complex co- 
operation. Of the fopmer, one 1s always conscious at the time of practising 
it: itis obvious to the most ignorant and vulgar eye, Of the latter, but 
a very few of the vast numbers who practise it are in any degree conscious. 
The cause of this distinction is easily seen When several men are 
employed in lifting the same weight, or pulling the same rope, at the 
Same time, and in the same place, there can be no sort of doubt that they 
co-operate with cach othe: ; the fact 15 impressed on the mind by the 


* Note to Wakefield’s edition of Adam Smith, vol. i. chap. 26, 


opened for any product of industry, and a greater quantity of the article 
is consequently produced, the increased pr¢duction is not always obtained 
at the expense of some other product ; it is often a new creation, the 
result of labour which would otherwise have remained unexeited ; or of 
assistance rendered to labour by improvements or by modes of co- 
operation to which recourse would not have been had if an inducement 
had not been offered for raising a larger produce. 

§ 3. Fiom these considerations it appears that a country will seldom have 
a productive agriculture, unless it has a large town population, or the only 
available substitute, a large export .rade in agricultural produce to supply 
a population elsewhere. I use the phrase town population for shortness, 
to imply a population non-agricultural ; which will generally be collected 
in towns or large villages, for the sake of combination of labour. The 
application of this truth by Mr. Wakefield to the theory of colonization, 
has excited much attention, and is doubtless destined to excite much more. 
It is one of those great practical discoveries, which, once made, appear so 
obvious that the merit of making them seems less than itis. Mr. Wake- 
ficld was the first to point out that the mode of planting new settlements, 
then commonly practised—setting down a number of famihes side by 
side, each on its prece of land, and all employing themselves in exactly 
the same manner,—though in favourable circumstances 1t may assure to 
those families a rude abundance of mere necessaries, can never be other 
than unfavourable to great pioduction or rapid growth: and his system 
consists of arrangements for securing that every colony shall have from 
the first a town population bearing due proportion to its agricultural, and 
that the cultivators of the soil shall not be so widely scattered as to 
be deprived by distance of the bencfht of that town population as a 
market for their produce. The princip!c on which the scheme 15 founded, 
does not depend on any theory respecting the superior productiveness of 
Jand held in large portions, and cultivated by hited labour. Supposing it 
true that land yields the greatest produce when divided into small 
properties and cultivated by peasant proprietors, a town population would 
be just as necessary to induce those proprietois to raise that larger 

roduce . and if they were too far from the nearest seat of non-agricultural 
industry to use it as a market for disposing of their surplus, and 
thereby supplying their other wants, neither that surplus nor any 
equivalent for 1t would, generally speaking, be produced. 

It 1s, above all, the deficiency of town population which limits the 
productiveness of the industry of a country like India. The agriculture 
of India 1s conducted entirely on the system of smallholdings There is, 
however, a considerable amount of combination of labour. The village 
Institutions and customs, which are the real framework of Indian society, 
make provision for joint action in the cases in which it 1s seen to be 
necessary ; or where they fail to do so, the government (when tolerably well 
administered) steps in, and by an outlay from the revenue, executes by 
combined labour the tanks, embankments, and works of 11igation, which 
are indispensable. The implements and proces$es of agriculture are, 
however, so wretched, that the produce of the soil, in spite of great 
natural fertility and a climate highly favourable to vegetation, 1s miserably 
small: and the land might be made to yield food in abundance for many 
more than the present number of inhabitants, without deparung from the 
system of small holdyngs. But to this the stimulus is wanting, which a 
large town population, connected with the rural districts by easy and uns 
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expensive means of communication, wou'd afford. That town population, 
again, does not grow uf, because the few wants and unaspiring spirit of 
the cultivators (joined until lately with great insecurity of property, 
from military and fiscal rapacity) prevent them from attempting to 
become consumers of town produce. In these ciucumstances the best 
chance of an early development of the productive resources of India, 
consists m the now rapid growth of its export of agncultural produce 
(cotton, indigo, sugar, coffce, etc.), to the markets of Europe. The 
produceis of these articles are consumers of food supplied by their fellow- 
agriculturists in India; and the mz-ket thus opened for surplus food will, 
if accompanied by good government, raise up by degrees more extended 
wants and desues, directed either towards European commodities, or 
towards things which will requue for their production in India a larger 
manufacturing population. 

§ 4. Thus far of the separaffon of employments, a form of the combina- 
ation of labour without which theie cannot be the first rudiments of 
industrial civilization. But when this separation 1s thoroughly established ; 
when it has become the general practice for each producer to supply 
many others with one commodity, and to be supplied by others with most 
of the things which heconsumes ; reasons not less 1eal, though less im- 
perative, invite to a further extension of the same principle It 1s found 
that the productive power of labour 1s increased by carrying the separation 
further and further ; by breaking down moie and more every process of 
industry into parts, so that each labourer shall confine himself to an ever 
smaller number of simple operations, And thus, in time, arise those 
remarkable cases of what is called the division of labour, with which 
all readers on subjects of this nature are familiar. Adam Smiths ilus- 
tration from pin-making, though so well known, 1s so much to the point, 
that I will venture once more to transcribe it. ‘ The business of making 
a pin is divided into about eighteen distinct opeiations. One man draws 
out the wie, another straights it, a third cuts it, a fourth points it, a fifth 
grinds it at the top for receiving the head ; to make the head requires two 
or three distinct opeiations ; to put it on, 1s a peculiar business; to 
whiten the pins 1s another , 1t 1s even atrade by itself to put them into the 
paper... . I have seen asmall manufactory where ten men only were em- 
ployed, and where some of them, consequently, performed two or three 
distinct operations But though they were very poor, and therefore but 
indifferently accommodated with the necessary machinery, they could, 
when they exerted themselves, make among them about twelve pounds of 
pins inaday. Thete are in a pound upwards of four thousand pins of a 
middling size, Those ten persons, therefore, could make among them 
upwards of forty-eight thousand pins ina day Each person, therefore, 
making a tenth part of forty-eight thousand pins, might be considered as 
making four thousang eight hundred pins ina day. But if they had all 
wrought separately and independently, and without any of them having 
been educated to this peculiar business, they certainly could not each of 
them have made tWenty, perhaps not one pin in a day.’ 

M. Say furnishes a still stronger example of the effects of division of 
labour—from a not very important branch of industry certarnly, the 
manufacture of playing cards. ‘It is said by those engaged in the 

usiness, that each card, that 1s, a piece of pasteboard of the size of the 
hand, before being ready for sale, does not undergo fewer than seventy 
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operations,* every one of which might be ¢he occupation of a distinct 
elass of workmen. And it there are not seventy classes of work-people in 
each card manufactory, it 1s because the division of labour is not carried 
so faras it might be ; because the same woikman is charged with two, 
three, or four distinct operations. The influence of this distiibution of 
employments is immense. I have seen a card manufactory where thirty 
workmen produced daily fifteen thousand five hundred cards, being above 
five hundred cards for each labourer ; and it may be presumed that if each 
of these workinen were obliged to perform all the operations himself, even 
supposing him a practised hand, he would not peihaps complete two 
cards in a day: and the thirty workmen, instead of fifteen thousand five 
hundred cards, would make only siaty.’ 

In watchmaking, as Mr. Babbage observes, ‘it was stated in evidence 
before a Committce of the House of Commons, that there are a hundred 
and two distinct branches of this art, to each of which a boy may be put 
apprentice ; and that he only learns his mastei’s department, and is 
unable, after his apprenticeship has expired, without subsequent imstruc- 
tion, to work at any other branch. The watch-finishe:, whose business it 
is to put together the scattered parts, 1s the only one, out of the hundred 
and two persons, who can work in any other depattment than his own.’ TF 

§ 5. The causes of the increased efficiency given to la0ur by the 
division of employments are some of them too familar to require specifi- 
cation ; but it 1s worth while to attempt a complete enumcration of them, 
By Adam Smith they are reduced to thee. ‘First, the inciease of 
dexterity in every particular workman ; sccondly, the saving of the time 
which is commonly lost in passing from one species of work to another ; 
and lastly, the invention of a great number of machines which facilitate 
and abridge iabour, and enable one man to do the work of many.’ 

Of these the increase of dexterity of the individual workman is the 
most obvious and univeisal. It does not follow that because a thing has 
been done oftener it will be done better. That depends on the intelli- 
gence of the workman, and on the degree in which his mind works along 
with his hands, But it will be done more casily. The organs themselves 


* *Ce ne sont point les mémes ouvriers qui preparent le papier dont on fait les 
cartes, ni les couleurs dont on les empreint ; et en ne fesant altention qu’au seul 
emplo: de ces matiéres, nous trouverons qu’un jeu de cartes est le resultat de 
plusieurs opérations dont chactme occupe une série distincte d’ouvriers et 
d’ouvriéres qui s’appliquent toujours & la méme opération. Ce sont des personnes 
différentes ct toujours les mémes, qui épluchent les bouchons et grosseurs qui se 
trouvent dans le papier et nmratent 4 l’egalite d’¢paisseur ; les memes qui collent 
ensemble les trois femlles de papier dont se compose le carton et qui le mettent en 
presse ; les mémes qui colorent le cété destiné 4 former Je dos des cartes; les 
mémes qui impriment en noir le dessin des figures; d’ayfres ouviicrs impriment 
Jes couleurs des mémes figures; d'autres font sécher au réchaud les cartons une 
fois quils sont imprimés ; d’autres s’occupent de les lisser dessus et dessous. C’est 
une occupation particuliere que de les couper d'cgale diniension ; cen est une 
autre de Jes assembler pour en former des jeux ; une autre encore d’imprimer les 
enveloppes des jeux, et une autre encore de les envclopper ; sans compter les 
fonctions des personnes chargées des ventes et des achats, de payer les ouvriers et 
de tenir Jes écritures.’"—Say, Cours @ Economie Politique Fratique, vol. i., pe 340 

It is a remarkable proof of the economy of Jabour occasioned by this minute 
division of occupations, that an article, the production of which is the result of 
such a multitude of manual operations, can be sold for a trifling sum, 

+ Economy of Machinery and Manufactures, 3rd Edition, p. 201. * 
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acquire greater power ; the muscles employed grow stronger by frequent 
exercise, the sinews more gliant, and the mental powers more efficient, 
and less sensible of fatigue. What can be done easily has at least a 
better chance of being done well, and 1s sure to be done more expe- 
ditiously. What was at first done slowly comes to be done quickly ; 
what was at first done slowly with accuracy 1s at last done quickly with 
equal accuracy. This is as true of mental operations as of bodily. Even 
a child, after much practice, sums up a column of figures with a rapidity 
which resembles intuition. The act of speaking any language, of reading 
fluently, of playing music at sigh. ale cases as remarkable as they are 
familiar. Among bodily acts, dancing, gymnastic exercises, ease and 
brilliancy of execution on a musical instrument, are examples of the 
rapidity and facility acquired by repetition. In simpler manual opera- 
tions the effect is of course still sooner produced. ‘The rapidity, Adam 
Smith observes, ‘with which some of the operations of certain manu- 
factures are performed, exceeds what the human hand could, by those 
who had never seen them, be supposed capable of acquiring.* This skill 
is, naturally, attained after shorter practice, in proportion as the division 
of labour 1s more minute ; and will not be attained in the same degree 
at all, if the workman has a greater variety of operations to execute than 
allows of a sufficiently frequent repetition of each. The advantage is not 
confined to the greater etficiency ultimately attained, but includes also 
the diminished loss of time, and waste of material, in learning the art. 
‘A certain quantity of material,” says Mr. Babbage,t “will in all cases 
be consumed unprofitably, or spoiled, by every person who learns an art ; 
and as he applies himself to each new process, he will waste some of the 
raw material, or of the partly-manufactured commodity. But if each man 
commit this waste in acquiring successively every process, the quantity 
of waste will be much greater than if each person confine his attention 
to one process.’ And in general cach will be much sooner qualified to 
execute his one process, if he be not distracted while learning it, by the 
necessity of acquiring others. 

The second advantage enumerated by Adam Smith as arising from 
the division of labour, 1s one on which I cannot help thinking that more 
stress 1s laid by him and others than it deserves. To do full justice to 
his opinion, I will quote his own exposition of it. ‘The advantage which 
is gained by saving the time commonly lost in passing from one sort of 
work to another, 1s much greater than we should at fist be apt to imagine 
it. It is impossible to pass very quickly from one kind of work to 
another, that 1s carried on in a different place, and with quite different 
tools. A country weaver, who cultivates a small farm, must lose a good 


* ‘In astronomical observations, the senses of the operator are rendered so acute 
by habit, that he can estimate differences of time to the tenth of a second; and 
adjust his measuring iff—trument to graduations of which five thousand occupy onl 
aninch. It is the same throughout the commonest processes of manufacture. A 
child who fastens onthe heads of pins will repeat an operation requiring several 
distinct motions of the muscles one hundred times a minute for several successive 
hours. Ina recent Manchester paper, it was stated that a peculiar sort of twist or 
“gimp,” which cost three shillings making when first introduced, was now manu- 
factured for one penny; and this not, as usually, by the invention of a new 
machine, but solely through the increased dexterity of the workman.’—Zaindurgh 
Keview for January, 1849, p. 81, 
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deal of time in passing from his loom to the Geld, and from the field to 
his loom. When the two trades can be carried on in the same work- 
house, the loss of time is no doubt much less. It is even in this case, 
however, very considerable A man commonly saunters a little in 
turning his hand from one soit of employment to another. When he 
first begins the new work, he 15 seldom \cry keen and hearty ; Ins mind, 
as they say, does not go toit, and for some time he rather tnfles than 
applies to good purpose. The habit of sauntering and of indolent care- 
less application, which is naturally, br rather necessarily acquired by 
every country workman who 1s obliged to change his work and his tools 
every half hour, and to apply his hand in twenty different ways almost 
every day of his life, renders him almost always slothful and lazy, and 
incapable of any vigorous application evcn on the most plessing occa- 
tions. This is surely a most exaggerated description of the inefficiency 
of country labour, where 1t has any adequate motive to exeition. Few 
workmen change their work and their tools oftener than a gardener: is 
he usually incapable of vigorous application? Many of the higher 
description of artisans have to perform a great multiplicity of operations 
with a variety of tools. They do not execute each of these with the 
rapidity with which a factory workman performs his single operation ; 
but they are, except in a merely manual sense, more skilful labourers, and 
in all senses whatever more energetic. 

Mr. Babbage, following in the track of Adam Smith, says: ‘When 
the human hand, or the human head, has been for some time occupied 
in any kind of work, it cannot instantly change its employment with full 
effect. The muscles of the limbs employed have acquired a flexibility 
during their exertion, and those not in action a stiffness during rest, 
which renders every change slow and unequal in the commencement. 
Long habit also produces in the muscles exercised a capacity for endur- 
ing fatigue to a much greater degree than they could support under 
other circumstances A simular result seems to take place in any change 
of mental exertion ; the attention bestowed on the new subject not being 
so perfect at first as it becomes after some exercise The employment of 
different tools in the successive processes, 1s another cause of the loss of 
time in changing from one operation to another. If these tools are 
simple, and the change is not frequent, the loss of time 1s not consider- 
able ; but in many processes of the arts, the tools are of yuieat delicacy, 
requiring accurate adjustment every time they are used ; and in many 
cases, the time employed in adjusting bears a large proportion to that 
employed in using the tool. The sliding-rest, the dividing and the 
drilling engine are of this kind ; and hence, in manufactories of sufficient 
extent, it 1s found to be good economy to keep one machiae constantly 
employed in one kind of work: one lathe, for cvample, having a screw 
motion to its sliding-rest along the whole length of its bed, is kept 
constantly making cylinders ; another, having a moyon for equahzmg 
the velocity of the work at the point at which it passes the tool, 1s kept 
for facing surfaces; whilst a third 1s constantly employed in cutting 
wheels.’ 

l am very far from implying that these different considerations are of 
no weight; but I think there are counter-considerations which are over- 
looked. If one kind of muscular or mental labour 1s different from 
another, for that very reason it is to some extent a rest from that other ; 
and if the greatest vigour 1s not at once obtained in the second occupation, 
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neither could the first hav@ been indefinitely prolonged without some 
relaxation of energy. It is a matter of common experience that a change 
of occupation will often afford relief where complete repose would other- 
wise be necessary, and that a person can work many more hours without 
fatigue at a succession of occupations, than if confined during the whole 
time toone Duilferent occupations employ different muscles, or different 
faculties of the mind, some of which rest and are refreshed while others 
work. Bodily labour itself rests from mental, and conversely. Even the 
varicty itself has an invigorating &ffect on what, for want of a more 
philosophical appellation, we must term the animal spirits ; so important 
to the efficiency of all work not mechanical, and not ununportant even to 
that. The comparative weight due to these considerations 1s different 
with different individuals: some ate more fitted than others for 
persistency in one occupation, and less fit for change; they require 
longer to get the steam up (to use a metaphor now common) ; the irk- 
someness of setting to work lasts longer, and it requires more time to 
bring their faculties into full play. and therefore when this 1s once done, 
they do not like to leave off, but go on long without intermissicn, even 
to the injury of their health. Temperament has something to do with 
these differences. There are people whose faculties seem by nature to 
come slowly into action, and to accomplish little until they have been a 
long time employed. Others, again, get into action rapidly, but cannot, 
without exhaustion, continue long. In this, however, as in most other 
things, though natural differences are something, habit 1s much more. 
The habit of passing rapidly fiom one occupation to another may be 
acquiied, like other habits, by early cultivation ; and when it 1s acquuied, 
there 1s none of the sauntering which Adam Smith speaks of, after each 
change ; no want of energy and interest, but the workman comes to each 
part of his occupation with a freshness and a spirit,which he does not 
retain 1f he peisists in any one part (unless in case of unusual excitement) 
beyond the length of time to which he 1s accustomed. Women are usually 
(at least in their present social circumstances) of far greater versatility 
than men; and the present topic is an instance among multitudes, how 
little the ideas and experience of women have yet counted for, in formme 
the opinions of mankind. Theie are few women who would not reject th> 
idea that wo1k 1s made vigorous by being protracted, and 1s ineffic:ent fo 
some time after changing to a new thing. Even in this case, habn, | 
believe, much more than nature, is the cause of the difference. The 
occupations of nine out of every ten men ale special, those of nine vut of 
every ten women geneial, embracing a multitude of details, each of wh ch 
requires vely little ttme. Women ate in the constant practice of pissing 
quickly from one manual, and still more fiom one mental operation to 
another, which therefere 1a1ely costs them either effort or loss of time, 
while a man's occupation generally consists in working steadily for a long 
time at one thing, og one very limited class of things. But the situations 
are sometimes reversed, and with them the characters. Women are not 
found less efficient than men for the uniformity of factory work, or they 
would not so generally be cmployed for it ; and a man who has cultivated 
the habit of turning his hand to many things, far from being the slothful 
and lazy person described by Adam Smuth, 1s usually remarkably hvely 
and active. It is true, however, that change of pccupation may be too 
frequent even for the most versatile. Inccssant valiety Is excn mete 
fatiguing than peipetual samencss. 
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The third advantage attributed by Adam Smith to the division of labour 
is, to a certain eatent, real. Inventions tending to save labour in a par- 
ticular operation, are more Iikely to occur to any one, in proportion as his 
thoughts ar2 intensely duected to that occ upation, and contmually employed 
upon it. A person ts not so likely to make practical imptovcments in one 
department of things, whose attention 1s very much diverted to others. 
But, in this, much more depends on general intelligence and habitual 
activity of mind, than on exclusiveress of occupation, and if that ex- 
clusiveness 1s carned to a deyree unfavourable to the cultivation of 
intellivence, there will be more lost, in this kind of advantage, than gained. 
We may add, that whatever may be the cause of making inventions, when 
they are once made, the increased efficiency of labour 1s owing to the 
invention itself, and not to the division of labour. 

The greatest advantage (next to the dexterity of the workmen) derived 
from the minute division of labour which takes place in modern manu- 
facturing industry, 1s probably one not nentioned by Adam Smith, but to 
which attention has been drawn by Mr. Babbage ; the more economical 
distribution of labour, by classing the workpcople according to their 
capacity. Different parts of the same series of operations require unequal 
degiees of skill and bodily strength ; and those who have skill enough for 
the most difficult, or strength enough for the hardest patts of the labour, 
are made much moie useful by being employed solely in them; the 
operations of which iaferior workmen are capable, bemg left to those who 
aie fit for no others. Production 1s most efficient when the precise 
quantity of skill and strength, which is required for each pait of the 
process, 1s employed in it, and no more. The operation of pin-making 
requiles, it seems, in its different parts, such different degiees of skill, that 
the wages earrod by the persons employed vary from fourpence halfpenny- 
a day to six shilling ; and if the workman whos paid at that highest 1ate 
had to perform the whole process, he would be woiking a part of his time 
with a waste per day equivalent to the difference between six shillings and 
fourpence halfpenny. Without reference to the loss sustained in quantity 
of work done, and supposing even that he could make a pound of pins in 
the same time in which ten workmen combining their labour can make 
ten pounds, Mr. Babbage computes that they would cost, in making, 
three times and thiee-quaiteis as much as they now do by means of the 
division of labour. In needle making, he adds, the difference would be 
still greater, for in that, the scale of remuncration for different paits of the 
process varies from sixpence to twenty shillings a day. 

To the advantage which consists mm extracting the greatest possible 
amount of utility from shill, may be added the analogous one, of 
extracting the utmost possible utility fiom tools. ‘If any man,’ says an 
able writer,* ‘had all the tools which many different occupations 1equire, at 
least thiee-fourths of schem would constantly be idle and useless. It were 
clearly then better, were any socicty to exist where each man had all these 
tools, and alternately cairied on each of these occupations, that the 
members of it should, if possible, divide them amongst them, each 
restricting himself to some particular employment. The advantages of 
the change to the whole community, and therefore to every individual in 
it, are great. In the first place, the various implements, being in constant 


” Statement of some New Principles on the subject of Political Economy. By 
John Rae (Boston U.S.), p. 164. 
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employment, yield a better return for what has been laid out in procuring 
them. In consequence their owners can afford to have them of better 
quality and more complete construction, The result of both events is, 
that a larger provision 1s made for the future wants of the whole society,’ 

§ 6. The division of labour, as all writers on the subject have remarked, 
is limited by the extent of the market. If, by the separation of pinmaking 
into ten distinct employments, forty-eight thousand pins can be made in 
a day, this separation will only be advisable if the number of accessible 
consumers 1s such as to require,gevery day, something hke forty-eight 
thousand pins. If there is only a demand for twenty four thousand, the 
division of labour can only be advantageously carried to the extent which 
will every day produce that smaller number. This, therefore, is a further 
mode in which an accession of demand for a commodity tends to increase 
the efficiency of the labour employed in its product.on. The extent of 
the market may be lnmited by several causes: too small a population ; 
the population too scattered and distant to be easily accessible ; deficiency 
of roads and water carriage ; or, finally, the population too poor, that 1s, 
their collective labour too little effective, to admit of their being large 
consuiners. Indolence, want of skill, and want of combination of labour, 
among those who would otherwise |e buyers of a commodity, limit, 
therefore, the practicable amount of combination of labour among its 
producers. In an early stage of civilization, when the demand of any 
particular locality was necessarily small, industiy only flourished among 
those who by their command of the sea coast or of a navigable river, 
could have the whole world, or all that part of 1t which lay on coasts or 
navigable rivers, as a market for their productions. The increase of the 
general riches of the world, when accompanied with freedom of com- 
mercial intercourse, improvements in navigation, and inland commuunica- 
tion by roads, canals, or railways, tends to give increased productiveness 
to the labour of every nation in particulir, by enabling each locality to 
supply with its special products so much larger a market, that a great 
extension of the division of labour in their production is an ordinary 
consequence. 

The division of labour is also limited, in many cases, by the nature 
of the employment. Agriculture, for example, 1s not susceptible of so 
great a division of occupations as many branches of manufactures, 
because its different operations cannot possibly be simultancous. One 
man cannot be always ploughing, another sowmg, and another reaping. 
A workman who only practised one agricultural operation would be idle 
eleven months of the year. The same person may perform them all in 
succession, and have, in almost every climate, a considerable amount of 
unoccupied time. The combination of labour, of which agricultural 
industry 1s susceptible, is chiefly that which Mr. Wakefield terms Simple 
Co-opeiation ; many persons employed together in the same work. To 
execute a great agricultural improvement, 11 1s often necessary that many 
laboureis should ®oik together; but in general, except the few whose 
business is supeiintendence, they all work in the same manner. A canal 
or a railway embankment cannot be made without a combination of many 


spare but they are all excavators, except the engineer and a few 
clerks. 
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CHAPTER IX. 
OF PRODUCTION ON A LARGE, AND PRODUCTION ON A SMALL SCALE 


§ 1. Frov the importance of combination of labour, it 1s an obvious 
conclusion, that there are many cases in which production 1s made much 
more effective by being conducted on a large scale. Whenever it 1s 
essential to the greatest efficiency of labour that many labourers should 
combine, even though only in the way of Simple Co-operation, the scale 
of the enterprise must be such as to bring many labourers together, and 
the capital must be large enough to muntamn them. Still more needful 
is this when the nature of the employment allows, and the extent of the 
possible market encourages, a considerable division of labour. The 
larger the enterprise, the further the division of labour may be carried, 
This 15 one of the principal causes of large manufactories. Even when 
no additional subdivision of the work would follow an enlargement of the 
operations, there will be good economy in enlarging them to the point at 
which every person to whom it 1s convenient to assign a special occupa: 
tion, will have full employment in that occupation. This point is well 
ilustrated by Mr. Babbage.* 

‘If machines be kept working through the twenty-four hours’ (which is 
evidently the only economical mode of employing them), ‘it is necessary 
that some person shall attend to admit the workmen at the time they 
relieve each other; and whether the porter or other servant so employed 
admit one person or twenty, his rest will be equally disturbed. It will 
also be necessary occasionally to adjust or repair the machine ; and this 
can be done much better by a workman accustomed to machine-making, 
than by the person who uses it. Now, since the good peiformance and 
the duration of machines depend, to a very great extent, upon correcting 
every shake or imperfection in their parts as soon as thcy appear, the 
prompt attention of a workman resident on the spot will considerably 
reduce the expenditure arising from the wear and tear of the machinery. 
But in the case of a single lace frame, or a single Joom, this would be too 
expensive a plan Here then arises another circumstance which tends to 
enlarge the extent of a factory. It ought to consist of such a number of 
machines as shall occupy the whole ume of one workinan in keeping them 
in order . 1f extended beyond that number, the same principle of economy 
would point out the necessity of doubling or tripling the number of 
machines, in order to employ the whole time of two or three skilful 
workmen 

‘Where one portion of the workman’s labour consists in the exertion 
of meice physical force, as in weaving, and in many similar arts, it will 
soon occur to the manufacturer, that if that part were executed by a 
Steam-engine, the same man might, in the case of weaving, attend to two 
or more looms at once; and, since we already suppose that one or more 
operative engineers have been employed, the number of looms may be so 
arranged that their time shall be fully occupied in keeping the steam- 
engine and the looms 1n order. 

‘Pursuing the same principles, the manufactory becomes gradually so 
enlarged, that the expense of lighting during the mght amounts to a 
considerable sum: and as there are already attached to the establish- 
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ment persons who are upéall night, and can therefore constantly attend 
to it, and also engineers to make and kcep in repair any machinery, the 
addition of an apparatus for making gas to light the factory leads to a 
new extension, at the same time that it contributes, by diminishing the 
expense of lighting, and the risk of accidents from fire, to reduce the cost 
of manufacturing. 

‘ Long before a factory has reached this extent, it will have been found 
necessary to establish an accountant’s department, with clerks to pay the 
workmen, and to see that thcy®arnve at their stated times; and this 
department must be in communication with the agents who purchase the 
raw produce, and with those who sell the manufactured article.” It will 
cost these cleiks and accountants little more time and trouble to pay a 
large number of workmen than a small number; to check the accounts 
of large transactions, than of small. If the business doubled itself, it 
would probably be necessary to increase, but certainly not to double, the 
number either of accountants, or of buying and selling agents. Every 
inciease of business would enable the whole to be carried on witha p10» 
poitionally smaller amount of labour. 

As a general 1ule, the expenscs of a business do not increase by any 
means proportionally to the quantity of business. Let us take, as an 
example, a set of operations which we are accustomed to see carried on 
by one great establishment, that of the Post Office. Suppose that the 
business, let us say only of the London letter-post, instead of being 
centralized in a single concern, were divided among five or six competing 
companies. Each of these would be obliged to maintain almost as large 
an establishment as is now sufficient for the whole. Since each must 
arrange for receiving and delivering letteis in all parts of the town, each 
must send letter-cariiers into every street, and almost every alley, and 
this too as many tunes m the day as 1s now done by the Post Office, if 
the service 1s to be as well peifonmed. Each must have an office for 
receiving Ietters in every neighbourhood, with all subsidiary arrange- 
ments for collecting the lette:s from the different offices and re-distri- 
buting them. I say nothing of the much greater number of superior 
officers who would be 1equicd to check and control the subordinates, 
implying not only a greater cost tn salaries for such responsible officers, 
but the necessity, perhaps, of being satisficd in many instances with an 
inferior standard of qualification, and so failing in the object. 

Whether or not the advantages obtained by opeiating on a large scale 
preponderate in any particular case over the more watchful attention, 
and greater regard to minor gains and losses, usually found in small 
establishments, can be ascertained, in a state of free competition, by an 
unfailing test. Wherever there are large and small establishments in 
the same business, ahat one of the two which in existing circumstances 
caries on the production at greatest advantage, will be able to undersell 
the other. The power of permanently undeiselling can only be derived 
from increased effectiveness of labour; and this, when obtained by a 
more extended division of employment, or by a classification tending to 
a better economy of skill, always imphes a greater proruce from the 
same labour, and not meicly the same produce fiom less Jabour: it 
increases not the surplus only, but the gross produce of industry. If an 
increased quantity of the particular article 1s pot requued, and a part of 
the labourers in consequence lose their employment, the capital which 
maintained and employed them 1s also set at liberty; and the general 
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hah of the country is increased, by some other application of their 
abour. 

Another of the causes of large manufactories, however, is the introduc- 
tion of processes requiring expensive machinery. [apensive machinery 
supposes a large capital ; and 1s not resorted to except with the intention 
of producing, and the hope of selling, as much of the article as comes up 
to the full powers of the machine. For both these reasons, wherever 
costly machinery is used, the Jarge system of production is inevitable. 
But the power of underselling is not 1 this case so unermng a test as in 
the former, of the beneficial effect on the total production of the com- 
munity. The power of underselling docs not depend on the absolute 
increase of produce, but on its bearing an increased proportion to the 
expenses : which, as was shown in a former chapter,* 1t may do, con- 
sistently with even a diminution of the gross annual produce. By the 
adoption of machinery, a circulating capital, which was perpetually con- 
sumed and reproduced, has been converted into a fixed capital, requiring 
only a small annual expense to keep it up’ and a much smaller produce 
will suffice for merely covering that expense, and replacing the remaining 
circulating capital of the producer. The machinery therefore might 
answer perfectly well to the manufacturer, and enable him to undersell 
his competitors, although the effect on the production of the country 
might be not an increase but a diminution. It 1s true, the article will be 
sold cheaper, and therefore, of that single article, there will probably be 
not a smaller, but a greater quantity sold; since the loss to the com- 
munity collectively has fallen upon the workpeople, and they are not the 
al eh customers, if customers at all, of most branches of manufacture. 

ut though that particular branch of industry may extend itself, it will be 
by replenishing its diminished circulating capital from that of the com- 
munity generally; and if the labourers employed in that department 
escape loss of employment, it 1s because the loss will spread itself over 
the labouring people at large. If any of them are reduced to the con- 
dition of unproductive labourers, supported by voluntary or legal charity, 
the gross produce of the country 1s to that extent permanently diminished, 
until the ordinary progress of accumulation makes it up: but if the 
condition of the labouring classes enables them to bear a temporary 
reduction of wages, and the superseded labourers become absorbed in 
other employments, their labcur is still productive, and the breach in the 
gross produce of the community is repaired, though not the detriment to 
the labourers. I have restated this exposition, which has already been 
made in a former place, to impress more strongly the truth, that a mode 
of production does not of necessity increase the productive efiect of the 
collective labour of a community, because it enables a particular com- 
modity to be sold cheaper. The one consequence generally accompanies 
the other, but not necessarily. I will not here r@peat the reasons I 
formerly gave, nor anticipate those which will be given more fully here- 
after, for deeming the exception to be rather a case abstractedly possible, 
than one which is frequently realized in fact. 

A considerable part of the saving of labour effected by substituting the 
large system of production for the small, is the saving in the labour of the 
capitalists themselves. If a hundred producers with small capitals carry 
on separately the same business, the superintendence of each concern will 


* Supra, chap. vi. p. 74." 
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probably require the whole attention of the person conducting it, suffi- 
ciently at least to hinder his time or thoughts from being disposable for 
anything else: while a single manufacturer possessing a capital equal to 
the sum of theirs, with ten or a dozen clerks, could conduct the whole of 
their amount of business, and havc leisure too for otner occupations. The 
small capitalist, 1t is true, generally combines with the business of direc- 
tion some portion of the details, wéich the other leaves to his subordinates: 
the small farmer follows his own plough, the small tradesman seryes in 
his own shop, the small weaver plies his own loom, But in this very 
union of functions there is in a great proportion of cases a want of 
economy. The principal in the concern 1s either wasting, in the routine 
of a business, qualities suitable for the direction of it, or he 1s only fit for 
the former, and then the latter will be 11] done. I must observe, however, 
that I do not attach, to this saving of labour, the importance often 
ascribed toit. There 1s undoubtedly much more labour expended in the 
superintendence of many small capitals than in that of one large capital. 
For this labour, however, the small producers have generally a full com- 
pensation, in the fecling of being their own masters, and not servants of 
anemployer. It may be said, that 1f they value this independence they 
will submit to pay a piice for it, and to sell at the reduced rates occasioned 
by the competition of the great dealer or manufacturer. But they cannot 
always do this and continue to gain a living. They thus gradually dis- 
appear from socicty. After having consumed their little capital in pro- 
longing the unsuccessful struggle, they either sink into the condition of 
hued laboureis, or become dependent on others for support. 

§ 2. Production on a large scale 1s greatly promoted by the practice of 
forming a large capital by the combination of many small contributions ; 
or, in other woids, by the formation of joint-stock companies. The 
advantages of the joint-stock principle are numerous and important. 

In the first place, many undertakings require an amount of capital 
beyond the means of the richest individual or private partnership. No 
individual could have made a railway fiom London to Liverpool ; it is 
doubtful 1f any individual could even work the traffic on it, now when it is 
made. The government indeed could have done both; and in countites 
where the practice of co-operation 1s only in the carlier stages of its 
giowth, the govcinment can alone be looked to for any of those works for 
which a great combination of means is requisite ; because it can obtain 
those mcans by compulsory taxation, and 1s already accustomed to the 
conduct of large opeiations. For reasons, however, which are tolerably 
well known, and of which we shall treat fully hereafter, government 
agency for the conguct of industrial operations 1s generally one of the 
least eligible of resources, when any other is available. 

Next, there are undeitakings which individuals are not absolutely in- 
capable of perfornting, but which they cannot perform on the scale and with 
the continuity which are ever more and more required by the exigencies of a 
society in an advancing state. Individuals are quite capable of despatch- 
ing ships fiom England to any or every part of the world, to carry 
passengers and Ictters ; the thing was done before joint-stock companies 
for the purpose were heard of. But when, from the increase of population 
and transactions as well as of means of paymen\, the public will no longer 
content themselves with occasional opportunities, but require the certainty 
that packets shall start regularly, for some places once or even twice a 
day, for others once a week, for others that a steamship of gieat size and 


te4 PRODUCTION, 
¢€ 

expensive construction shall depart on fixed days twice in each month, it 
is evident that to afford an assurance of keeping up with punctuality such 
a circle of costly operations, requires a much Jaiger capital and a much 
larzer staff of qualified subordinates than can be commanded by an indi- 
vidual capitalist. There are other cases, again, in which, though the 
Eusiness might be perfectly well transacted with small or moderate 
capitals the guarantee of a great subscribed stock 1s necessary or desir- 
able as a security to the public fer the fudilment of pecumary engagements. 
This 1s especially the case when the nature of the business 1equies that 
numbers of peisons should be willing to trust the concern with their 
money * as in the business of banking, and that of insurance: to both of 
which the joint-stock principle 1s eminently adapted. It 1s an instance of 
the folly and jobbery of the rulers of mankind, that until very lately the 
joint stock piinciple, as a gencral resort, was in this country interdicted 
by law to these tuo modes of business ; to banking altogether, and te 
insurance in the depaitment of sea msks; in oder to bestow a lucrative 
monopoly on particular establishments which the government was 
pleased exceptionally to license, namely the Bank of England, and two 
Insurance companies, the London and the Royal Exchange. 

These are some of the advantages of jot stock over individual 
management. Dut if we look to the other side of the question, we shall 
find that individual management has also very great advantages over 
joint stock. The chief of these 1s the much keener imteiest of the 
managers in the success of the undertaking. 

The administration of a joint stock association 1s, in the main, adminis« 
tration by hired servants Even the committee, or board of directors, 
who are supposed to supeiintend the management, and who do teally 
appoint and remove the manageis, have no pecuniary interest im the good 
working of the concern beyond the shares they individually hold, which 
are always a very small pait of the capital of the association, and in 
general but a small part of the fortunes of the diuectois themselves , and 
the part they take in the management usually divides their time with 
many other occupations, of as great or greater importance to their own 
interest ; the business being the principal concern of no onc eacept those 
who are hired to carry iton. But experience shows, and proverbs, the 
expression of popular expelience, attest, how inferior is the quality of 
hired service, compared with the ministration of those peisonally mterested 
in the work, and how indispensable, when hied service must be employed, 
is ‘the master’s eye’ to watch over it. 

The successful conduct of an industrial enterprise requires two quite 
distinct qualifications. fidchty, and zeal. The fidelity of the hned 
managers of a concern it 1s possible to secure. When their work admits 
ef being reduced to a defimte sct of rules, the violation of these 1s a matter 
on which conscience cannot easily blind itself, and on which responsibility 
may be enforced by the loss of employment. Put t¢ carry on a gieat 
business successfully, requires a hundred things which, as they cannot be 
defined befoichand, it is impossible to convert into distinct and positive 
obligations. First and principally, it requires that the d.recting mind 
should be incessantly occupied with the subject ; should b: continually 
laying schemes by which greater piofit may be obtained, or capense 
saved. This intensity of ifiterest in the subject it 1s seldom to be eapected 
that anyone should feel, who is conducting a business as the hired servant 
and for the profit of another. Theie are expeiments in human nature 
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which are quite concllisive on the point. Look at the whole class of 
rulers, and ministers of state. The work they are entrusted with, is 
among the most interesting and exciting of all occupations ; the personal 
share which they themselves reap of the national benefits or misfortunes 
which befall the state under their rule 1s far from trifling, and the rewards 
and punishments which they may expect from public estimation are of the 
plain and palpable kind which are most keenly felt and most widely 
appreciated. Yet how rare a thing 1s it to find a statesman in whom 
mental indolence is not stronyer than all these inducements. How 
infinitesimal is the propoition who trouble themselves to form, or even to 
attend to, plans of public improvement, unless when it is made still more 
troublesome to them to remain inactive; or who have any other real 
Cesire than that of rubbing on, so as to escape general blame. Ona 
smaller scale, all who have ever employcd hired labour have had ample 
experience of the efforts made to give as little labour in exchange for the 
wages, as 1s compatible with not being turned off. The universal neglect 
by domestic servants of their employer's interests, wherever these are not 
protected by some fixed rule, 1s matter of common remark, unless where 
long continuance in the same service, and reciprocal good offices, have 

roduced either personal attachment, or some feeling of a common 
Interest. 

Another of the disadvantages of joint stock concerns, which 1s in some 
degree common to all concerns on a large scale, 1s disregard of small gains 
and small savings. In the management of a great capital and great 
transactions, especially when the managers have not much interest in It 
of their own, small sums are apt to be counted for next to nothing: they 
never seem worth the care and trouble which it costs to attend to them, 
and the ciedit of liberality and openhandedness 1s cheaply bought by a 
disregard of such tufling considerations. But small profits and small 
expenses, often repeated, amount to great gains and Josses: and of this a 
large capitalist is often a sufficiently good calculator to be practically 
aware ; and to arrange his business on a sysfem, which if enforced by a 
sufficiently vigilant superintendence, piecludes the possibility of the 
habitual waste otherwise incident to a great business. But the managers 
of a joint stock concern seldom devote themselves sufficiently to the work, 
to enforce unremittingly, even if introduced, through every detail of the 
business, a really economical system. 

From considerations of this nature, Adam Smith was led to enunciate 
as a principle, that joint stock companies could never be expected to 
maintain themselves without an exclusive privilege, except in branches of 
business which, hke banking, insurance, and some others, admit of being, 
In a considerable degree, reduced to fixed rules. This, however, is one of 
those over-statemengs of a true punciple, often met with in Adam Smith. 
In his days there were few instances of joint stock companies which had 
been permanently successful without a monopoly, except the class of cases 
which he referred ‘to ; but since his time there have been many ; and the 
regular incicase both of the spit of combination and of the ability to 
combine, will doubtless produce many more. Adam Smith fixed his 
observation too exclusively on the superior energy and more uniemitting 
attention brought to a business in which the whole stake and the whole 
gain belong to the peisons conducting it; and he overlooked various 
countervailing considerations which go a greafway towards neutralizing 
even that great point of superionty, 
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Of these one of the most important is that which relates to the intel- 
‘actual and active qualifications of the directing head. The stimulus of 
individual interest secures the greatest amount of exeition, but that 
exertion is of little avail if the intelhgerce cxerted is of an inferior order, 
which it must necessarily be in the majouity of concerns carried on by the 
persons chiefly interested in them. Where the concern 1s large, and can 
afford a remuneration sufficient to attract a class of candidates superior to 
the common average, 1t 1s possible to select for the general management, 
and for all the skilled employments of a subordinate kind, persons of a 
degree of acquirement and cultivated ifitelligence which more than com- 
pensates for their inferior interest in the result. Their greater perspicacity 
enables them, with even a part of their minds, to see probabilities of 
advantage which never occur to the ordinary 1un of men by the continued 
exertion of the whole of theirs ; and their habitual rectitude of perception 
and of judgment guards them against blunders, the apprehension of which 
would prevent the others from hazarding their interests in any attempt 
out of the ordinary routine. 

It must further be remarked, that it is not a necessary consequence of 
joint stock management, that the persons employed, whether in superior 
or in subordinate offices, should be paid wholly by fixed salaries There 
are modes of connecting more or Jess intimately the interest of the 
employés with the pecuniary success of the concern Theie 1s a long 
series of intermediate positions, betwcen woiking wholly on one’s own 
account, and working by the day, weck, or yea: for an invanable payment. 
Even in the case of oidinary unskilled labour, theic 1s such a thing as 
task-work, or working by the prece : and the supeuior efficiency of this 1s 
so well known, that judicious employers always resort to it when the work 
adinits of being put out in definite portions, without the necessity of too 
troublesome a surveillance to guard against inferiority in the execution. 
In the case of the managers of joint stock companies, and of the super- 
intending and controlling officers in many private establishments, it 1s a 
common enough practice to connect their pecuniary interest with the 
interest of their employers, by giving them part of their remuneration in 
the form of a percentage on the profits. The personal interest thus piven 
to hired servants is not comparable in intensity to that of the owner of the 
capital ; but it 1s sufficient to be a very material stimulus to zeal and care- 
fulness, and, when added to the advantaye of superior mtelligence, often 
raises the quality of the service much above that which the generality of 
masters aic capable of rendering to themselves The ulicrior extensions 
of which this ptinciple of remuneration is susceptible, being of great social 
as well as economical importance, will be more particularly adverted to in 
a subsequent stage of the present enquiry. 

As I have already remarked of large establishments generally, when 
compared with small ones, whenever competition is #ree its results will 
show whether individual or joint stock agency 1s best adapted to the par- 
ticular case, since that which is most efficient and most economical will 
always in the end succeed in underselling the other. 

§ 3. The possibility of substituting the large system of production for 
the small, depends, of course, in the first place, on the extent of the 
market. The large system can only be advantageous when a large amount 
of business is to be done: it implies, therefore, either a populous and 
flourishing community, orga great opening for exportation. Again, this 
as well as every other change in the system of production is greatly 
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favoured by a progressive condition of capital. It is chiefly when the 
capital of a country 1s receiving a great annual increase, that there is a 
large amount of capital seeking for investment : and a new enterprise is 
much sooner and more easily entered upon by new capital, than by with- 
drawing capital from existing employments. The change 1s also much 
facilitated by the existence of large capitals in few hands, It 1s true that 
the same amount of capital can, be raised by bringing together many 
small sums. But this (besides that it is not equally well suited to all 
branches of industry), supposes a much greater degree of commercial 
confidence and enterprise diffused through the community, and belongs 
altogether to a more advanced stage of industrial progress. 

In the countries in which there are the largest markets, the widest 
diffusion of commercial confidence and enterprise, the greatest annual 
increase of capital, and the greatest number of large capitals owned by 
individuals, there 1s a tendency to substitute more and mote, in one branch 
of industry after another, large establishments for small ones. In England, 
the great type of all these characteristics, there is a perpetual growth not 
only of large manufacturing establishments, but also, wherever a sufficient 
number of purchasers are assembled, of shops and warehouses for con- 
ducting retail business on a large scale. These are almost always able to 
undersell the smaller tradesmen, partly, it is understood, by means of 
division of labour, and the economy occasioned by limiting the employ- 
ment of skilled agency to cases where skill is required ; and partly, no 
doubt, by the saving of labour arising from the great scale of the trans- 
actions ; as it casts no more time, and not much more exertion of mind, 
to make a large purchase, for example, than a small one, and very much 
less than to make a nuinber of small ones. 

With a view meiely to production, and to the greatest efficiency of 
labour, this change is wholly bencficial. In some cases it 1s attended 
with drawbacks, rather social than economical, the nature of which has 
been already hinted at. But whatever disadvantages may be supposed 
to attend on the change from a small to a large system of production, 
they are not applicable to the change from a large to astill larger. When, 
in any employment, the régime of independent small producers has either 
never been possible, or has been supeiseded, and the system of many 
workinen under one management has become fully established, from that 
time any further enlargement in the scale of production is generally an 
unqualified benefit. It is obvious, for example, how great an economy of 
labour would be obtamed if London were supplied by a single gas or 
water company instead of the existing plurality. While there are even as 
many as two, this implies double establishments of all sorts, when one 
only, with a small fheiease, could probably perform the whole operation 
equally well ; double sets of machinery and works, when the whole of the 
gas or water required could generally be produced by one set only ; even 
double scts of pipes, if the companies did not prevent this needless ex- 
pense by agieeing upon a division of the territory. Were there only one 
establishment, it could make lower charges, consistently with obtaining 
the rate of profit now realized. But would it do so? Even if it did not, 
the community in the aggregate would still be a gainer ; since the share- 
holders are pait of the community, and they would obtain higher profits 
while the consumers paid only the same. It is, however, an error to sup- 
pose that the prices are really kept down by the competition of these 
companies, Where competitors are so few, they always agree not to 
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compete. They may run a race of cheapness to 1uin a new candidate, 
but as soon as he has established his footing they come to terms with him. 
When, therefore, a business of real public importance can only be carried 
on advantageously upon so large a scale as to render the libeity of com- 
petition almost illusory, it 1s an unthiifty dispensation of the public 
resources that several costly sets of arrangements should be kept up for 
the purpose of rendering to the community this one service. It 19 much 
vetter to treat 1t at once as a public function , and if it be not such as the 
government itself could beneficially uidertake, 1t should be made over 
entire to the company or association which will perform it on the best 
terms for the public. In the case of railways, for example, no one can 
desire to see the enormous waste of capital and land (not to speak of 
increased nuisance) involved in the construction of a second railway to 
connect the same places already united by an existing one ; while the two 
would not do the work better than it could be done by one, and after a 
short time would certainly be amalgamated Only one line ought to be 
permitted, but the control over that line never ought to be parted with by 
the state, unless on a temporary concession, as in France , and the vested 
right which Tarhament has allowed to be acquned by the existing com- 
panies, like all other propuietary nghts which are opposed to public 
utility, is morally valid only as a claim to compensation. 

§ 4. The question between the large and the small system of production 
as applied to agniculture—between large and small farming, the evande 
and the felste culfure—stands, mn many respects, on different grounds 
from the general question between great and small industrial establish- 
ments. In its social aspect, and as an element in the Distribution of 
Wealth, this question will occupy us hereafter but even as a question of 
production, the superiority of the large system in agricultuie 1s by no 
means so clearly established as in manufactures. 

I have already remarked, that the operations of agriculture are little 
susceptible of benefit from the division of labour. There 1s but little 
Yeparation of employments even on the largest faim. ‘lhe same persons 
xnay not in general attend to the live stock, to the marketing, and to the 
cultivation of the soil: but much beyond that primary and simple classifi- 
cation, the subdivision 1s not carried. The combination of labour of 
which agriculture 1s susceptible, 1s chiefly that which M1. Wakefield terms 
Simple Co operation ; several peisons helping one another in the same work 
at the same time and place. But I confess it seems to me that this able wiiter 
attributes more importance to that kind of co-operation, in 1¢ference to 
agriculture properly so called, than it deseives. None of the common 
farming operations require much ofit. These is no particular advantage 
in setting a number of people to work together in ploughing or digging or 
sowing the same field, or even in mowing or reaping 1¢unless time presses. 
A single family can generally supply all the combination of labour neces- 
sary for these purposes. And in the works in which a union of many 
efforts is really needed, there is seldom found any impracticability in 
obtaining it where farms are small. 

The waste of productive power by subdivision of the land often amounts 
to a great evil, but this applies chiefly to a subdivision so minute, that the 
cultivators have not enough land to occupy their time. Up to that point 
the same principles whick, recommend large manufactories are applicable 
to agriculture. For the greatest productive efficiency, it 1s generally 
desirable (though even this proposition must be received with qualificae 
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tions) that no family who Ifave any land, should have less than they could 
cultivate, or than will fully employ their cattle and tools. These, how- 
ever, are not the dimensions of large farms, but of what are reckoned in 
England very small ones. The large farmer has some advantage 1n the 
article of buildings. It does not cost so much to house a great number 
of cattle in one bu'lding, as to lodge them equally well in several buildings. 
There is also some advantage in implements. A small farmer 1s not so 
likely to possess expensive instruments. But the principal agricultuial 
unplements, even when of the best construction, are not expensive. It 
may not answer to a small farmer to own a threshing machine, for the 
small quantity of corn he has to thresh ; but there is no reason why such 
a machine should not in every neighbourhood be owned in common, or 
provided by some person to whom the others pay a consideration for 
its use. The large farmer can make some saving in cost of carnage. 
There 1s nearly as much trouble in carrying a small portion of produce to 
market, as a much greater produce ; 1n bringing home a small, as a much 
laiger quantity of manure, and articles of daily consumption There 1s 
also the greater cheapness of buying things 1n large quantities. These 
various advantages must count for something, but it does not seem that 
they ought to count for very much In England, for some generations, 
there has been httle experience of smal] farms ; but in Ireland the ex- 
perience has been ample, not merely under the worst but under the best 
management ; and the highest Irish authorities may be cited in opposition 
to the opinion which on this subject commonly prevails in England Mr. 
Blacker, for example, one of the most experienced agriculturists and 
successful improvers in the North of Ireland, whose experience hes chiefly 
in the best cultivated, which are also the most minutely divided parts of 
the country, 1s of opinion, that tenants holding farms not eaceeding from 
five to eight or ten acres, can live comfortably and pay as high a rent as 
any large farmer whatever. ‘I am firmly persuaded,’ (he says,*) ‘that 
the small farmer who holds his own plough and digs his own ground, if 
he follows a proper rotation of crops, and feeds his cattle in the house, 
can undersell the large farmer, or in other words can pay a rent which 
the other cannot afford ; and in this I am confimed by the opinion of 
many practical men who have well considered the subject ... The 
Enghsh farmer of 700 to 800 acres is a kind of man approaching 
to what is known by the name of a gentleman farmer. He must 
have his horse to ride, and his gig, and perhaps an overscer to 
attend to his laboureis ; he certainly cannot superintend himself the 
labour going on ina farm of 800 acres.’ After a few other remarks, he 
adds, ‘ Besides all these diawbacks, which the small farmer knows litde 
about, there 1s the great expense of carting out the manure from the 
homestead to sucl®a great distance, and again carting home thecrop. A 
single horse will consume the produce of more land than would feed a 
small farmer and his wife and two childien. And what is more than all, 
the large farmer says to his labouieis, go to your work , but when the 
small faimer has occasion to lire them, he says come, the intelligent 
reader will, I dare say, understand the difference’ : 

One of the objections most urged against small farms is, that they do 
not and cannot maintain, proportionally to their extent, so great a number 


* Prize Essay on the Management of Landed Fropeity in Ireland, by William 
Blacker, Esq. (1837), p. 23. ; 
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of cattle as large farms, and that this occasions such a deficiency of 
manure, that a soil much subdivided must always be impoverished. It 
will be found, however, that subdivision only produces this effect, when it 
throws the land into the hands of cultivators so poor as not te possess the 
amount of live stock suitable to the size of their farms. A small farm and 
a badly stocked farm are not synonymous. To make the comparison 
fairly, we must suppose the same amount of capital which 1s possessed by 
the large farmers to be disseminated among the small ones. When this 
condition, or even any approach to it, exists, and when stall feeding 1s 
practised (and stall feeding now begins to be considered good economy 
even on large farms) experience, far from bearing out the assertion that 
small farming 1s unfavourable to the multrphication of cattle, conclusively 
establishes the very reverse. The abundance of cattle, and copious use 
of manure, on the small faims of Flanders, are the most striking features 
in that Flemish agriculture which is the admiration of all competent 
judges, whether in England or on the Continent.* 


* ©The number of beasts fed on a farm of which the whole is arable land,’ (says 
the elaborate and intelligent treatise on Flemish Husbandry, from personal obser- 
vation and the best sources, published in the Library of the Society for the 
Diffusion of Useful Knowledge,) ‘1s surprising to those who are not acquainted 
with the mode in which the food is prepared for the cattle. A beast for every 
three acres of land 1s a common proportion, and in very small occupations where 
much spade husbandry 1s used, the proportion 15 still greater. After comparing 
the accounts given in a variety of places and si‘uations of the average quantity of 
milk which a cow gives when fed in the stall, the result 1s, that it greatly exceeds 
that of our best dairy farms, and the quantity of butter made from a given quantity 
of milk 1s also greater. It appears astonishing that the occupier of only ten or 
twelve arrec of light arable land should be able to maintain four or five cows, but 
the fact is notorious in the Waes country’ (pp. 59, 60). 

This subject 1s treated very intelligently in the work of M. Passy, § Des Systémes 
de Culture et de leur Influence sur ’Economie Sociale,’ one of the most impartial 
discussions, as between the two systems, which has yet appeared in France. 

‘Sans nul doute, c’est l’Angleterre qui, a superficie égale, nourt le plus 
d’animaux ; la Iollande et quelques parties de la Lombardie pourraient seules lui 
disputer cet avantage ; mais est-ce 14 un 1esultat des formes de ]’exploitation, et 
des circonstances de climat et de situation locale ne concourent-elles pas 4 le pro- 
dure? C’est a notre avis, ce qui ne saurait ¢tre conteste. En effet, quorqu’on en 
ait dit, partout ou la grande et la petite culture se rencontrent sur les mémes 
points, c’est celle-ci qui, bien qu’elle ne puisse entretenir autant de moutons, 
possede, tout compense, le plus grand nombre d'animaux producteurs d’engrats, 
Voici, par exemple, ce qut ressort des informations fournics par la Belgique. 

* Les deux provinces ott régne la plus petite culture sont celles d’Anvers et de la 
Flandre orientale, et elles possédent en moyenne, par 100 hectares de terres 
cultivées, 74 béles bovines et 14 moutons Les deux provintes oit se trouvent les 
grandes fermes sont celles de Namur et du IIanaut, et elles n’ont en moyenne, 
pour 100 hectares de terres cultivces, que 30 bétes bovines et 4" moutons. Or, en 
comptant, suivant l’usage, 10 moutons comme V’équivalent d’une téte de gros 
bétai], nous rencontrons d’un céré, 76 animaux servant 4 maintenir la fécondité du 
sol ; de] autre, moins de 35, diff(rence 4 coup sfir énorme. (D’aprés Jes docu- 
ments statistiques publics par le Ministre de ’'Intérieur, 3me publication officielle.) 
Tl est & remarquer, au surplus, que le nombre des an:manx n’est pas dans la partie 
de la Belgique dont le sol est divisé en trés-petites fermes beaucoup moindre qu’en 
Angleterre. In Vevaluant fans cette dermére contrée 4 raison seulement du 
territoire en culture, 11 y existe, par centaine d’hectares, 65 bétes 4 corne et pres de 
269 moutons, c.-a-d. l'équivalent de 91 des premiers, ou seulement 15 de plus que 


\ PRODUCTION ON A LARGE AND ON A SMALL SCALE. 11 


The disadvantage, when disadvantage there is, of small or 1ather of 
peasant farming, as compared with capitalist faiming, must chiefly con- 
sist in inferio1ity of skill and knowledge ; but it is not true, as a general 
fact, that such inferiority exists Countries of small farms and pcasant 
farming, Flanders and Italy, had a good agriculture many genciations 


dans autre. Et encore est-1l juste d’observer qu’en Belgique presque rien n’est 
perdu des engrais donnés par des animaux nourris a peu pres toute année a 
étable, tandis qu’en Angleterre la pature en pleim aur affaablit concidérablement 
les quantités qu'il devient possible de mettre enticrement a profit. 

‘ Dans le département du Nord aussi, ce sont les arrondi:sements dont les fermes 
ont la moindre contenance qui entretiennent le plus d’animaux. Tandis que les 
arrondissements de Jalle et de Hazcbrouck, owtre un plus grand nc mre de 
chevaux, nourrissent, l'un ’équivalent de 52 tétes de gios betaal, l'autre equivalent 
de 46; les arrondissements ott Ics exploitations sont les plus giandes, ceux de 
Dunkerque et d’Avesnes, ne contiennent, Je premier, que l'equivalent de 44 bétes 
bovines, l'autre, que celui de go = (T)’apreés Ja Statistique de la France pubhée par 
le Ministre du Commerce: Ariceltis 2, t. 1.) 

‘Pareilles recherches ctendues sur d’autres points de Ja France offriraient des 
résultats analogues. S71l est vrai que dans Ja banlicue des villes, Ja petite culture 
s'abstienne de garder des animaux, au produit desquels elle suppl¢e facilement par 
des achats d’engrais, 1] ne se peut que Ie genre de tiavail qui caige le plus de la 
terre ne soit pas celui qui cn entretienne le plus activement Ia fertalité. Assureé- 
ment 11 n’est pas donne aua petites fermes de posséder de nombreux troupeaux de 
moutons, et c'est un inconvénient , mais, en revanche, elles nourrissent plus de 
bétes bovines que les grandes, C’est 1a une nécessite a laquelle elles ne sauraient 
se soustraire dans aucun des pays ott les besoins de la consommation Jes ont 
appelées a fleurir ; elles péruaient si elles ne réussissaient pas 4 y satisfaire, 

‘Voici, au surplus, sur ce point des details dont J’exactitude nous parait pleine- 
ment attestée par l’excellence du travail ot nous Jes asons puis¢s. Ces détails, 
contenus dans la statistique de la commune de Vensat (Puy de Dime), publiée 
récemment par M. le ductcur Jusseraud, mane de Ja commune, sont d’autant plus 
précieux, qu’ils mettent dans tout leur jour la nature des changements que le 
développement de Ja pctite culture a, dans le pays dont 1 s'‘agit, apportés au 
nombre et 4 Pespéce des animauy dont le produit en engrais scutient et accroft la 
fertilité des terres. Dans la commune de Vensat, qut comprend 1612 hectares 
divisés en 4600 parcelles appartenant a §91 proprictaires, le territone eaploité se 
compose de 1466 hectares. Or, en 1790, 17 fcimes en occupaient les deux tiers et 
20 autres tout Je reste. Depuis lois, les cultures se sont morcelées, et maintenant 
leur pctitesse est eatréme. Quelle a été l’influence du changement sur la quantité 
des animaux? Une augmentation considérable. En 1790, Ja commune ne 
possédait qu’environ 300 béte$ a cornes, et de 18004 2000 bétes 4 Jane; 
adjourd’hi elle compte 676 des premieies, et 533 seulement des secondes. Ainsi 
pour remplacer 1300 moutons elle a acquis 376 beeufs et vaches, et tout compensé, 
Ja somme des engrais s’est accrue dans la proportion de 490 4 729, ou de plus de 
48 pour cent. Et encore est 11 A remarqucr que, plus forts et mieux nourris & 
present, lcs animaux®contribuent bien davantage 4 entretemir Ja fertilité des terres, 

‘Voila ce que les faits nous apprennent sur ce point: 11 n’est donc pas vrai que 
la petite culture ng nourrisse pas autant d’animaux que les autres; loin de 1a, & 
conditions locales pareilles, c'est elle qui en posstde le plus, ef 11 ne devait pas 
Etre difficile de le présumer ; car, du moment ot c’est elle qui demande Ie plus aux 
teries, il faut bien quelle leur donne des soins d’autant plus réparateurs qu'elle en 
exige davantage. Que l’on pienne un aun les autres reproches ; qu’on les examine 
a la clarté de faits Lien appréciés, on s’appercevra bientdt qu’ils ne sauraient étre 
mieux fondés, ct qu’ils n’ont été formulés que parce qu'on a compare l'état des 
cultures dans des contrées ott les causes de la prospérité agricole nagissajent pas 
avec la méme cnergie’ (pp. 116-120), 
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before England, and theirs is still, as a whole, probably the best agricul- 
ture in the world. The empirical skill, which is the effect of daily and 
close observation, peasant faimers often possess in an eminent degree. 
The traditional knowledge, for example, of the culture of the vine, 
possessed by the peasantry of the countries where the best wines are 
produced, is extraordinary. There 1s no doubt an absence of science, 
or at least of theory , and to some extent a deficiency of the spint of 1m- 
provement, so far as relates to the introduction of new processes. Theie 
1s also a want of means to make expernments, which can seldom be made 
with advantage eacept by nich proprietors or capitalists. As for those 
systematic improvements which operate on a large tract of country at 
once (such as great works of draining or irnyation) or which for any 
other reason do really require large numbers of workmen combining their 
labour, these are not in general to be expected fiom small farmers, or 
even small proprietors, though combination among them for such purposes 
is by no means unexampled, and will become mote common as their 1n- 
telligence is more developed. 

Against these disadvantages is to be placed, where the tenure of land 
is of the requisite kind, an ardour of industry absolutely unexampled in 
any other condition of agriculture. This 1s a subject on which the testi- 
mony of competent witnesses is unanimous. The working of the fctile 
culture cannot be fairly judged where the small cultivator 1s merely 
a tenant, and not even a tenant on fixed conditions, but (as in Ireland) 
at a nominal rent greater than can be paid, and therefore practically at a 
varying rent always amounting to the utmost that can be paid. To under- 
stand the subject, it must be studied where the cultivator 1s the proprietor, 
or at least a mcfayes with a permanent tenure; where the labour he 
excits to increase the produce and value of the land avails wholly, or at 
least partly, to his own bereft and that of his descendants. In another 
division of our subject, we shall discuss at some length the important 
subject of tenures of land, and I defer till then any citation of evidence 
on the marvellous industry of peasant proprietors. It may suffice heie to 
appeal to the immense amount of gross produce which, even without a 
permanent tenure, English labourers generally obtain from their httle 
allotments ; a produce beyond comparison greater than a large farmer 
aaa or would find it his interest to extract, from the same picce of 
and. 

And this I take to be the true reason why large cultivation 1s generally 
most advantageous as a mere investment for profit. Land occupied bya 
large farmer 1s not farmed so highly. There is not nearly so much labour 
expended on it. This 1s not on account of any economy arising from 
combination of labour, but because, by employing less, a greater return 1s 
obtained in proportion to the outlay. It does not answer to anyone to pay 
others for exerting all the labour which the peasant, or even the allotment 
holder, gladly undergoes when the fruits are to be wholly reaped by him- 
self. This labour, however, is not unproductive : 1t all adds to the yross 

roduce. With anything like equality of skill and knowledge, the large 
armer does not obtain nearly so much from the soil as the small proprietor, 
or the small farmer with adequate motives to exertion: but though his 
returns are less, the labour 15 Jess in a still greater dcgice, and as what- 
ever labour 4e employs must be paid for, it does not suit his purpose to 
employ more. . 

But although the gross produce of the land is greatest, cc/eris paribus, 
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under small cultivation, andealthough, therefore, a country is able on that 
system to support a larger aggregate population, it 1s generally assumed 
by English writers that what 1s termed the net produce, that 1s, the surplus 
after feeding the cultivators, must be smaller ; that. therefore, the popula- 
tion disposable for all other purposes, for manufactures, for commerce 
and navigation, for national defence, for the promotion of knowledge, for the 
liberal professions, for the various functions of government, for the aits and 
literature, all of which are entuely dependent on this surplus for their 
existence as occupations, must be*less numerous ; and that the nation, 
therefore (waving all question as to the condition of the actual cultivators), 
must be inferior in the principal elements of national power, and in many 
of those of gencral well-being. This, however, has been taken for 
granted much too readily Undcubtedly the non-agiicultural population 
will bear a less ratio to the agricultural, under small than under large 
cultivation. But that it will be less numerous absolutely, 1s by no means 
a consequence. If the total population, agricultural and non-aguicultural, 
is greater, the non-agricultural poition may be more numerous 1m itself, 
and may yet be a smaller proportion of the whole If the gross produce 
is larger, the net produce may be laiger, and yet bear a smaller ratio to 
the gross produce. Yet even M: Wakefield sometimes appears to 
confound these distinct ideas. In Fiance it 1s computed that two-thirds 
of the whole population are agncultural. In England, at most, one-third, 
Hence Mr. Wakefield infets, that ‘as in France only three people aie 
supported by the labour of two cultivators, while in England the labour of 
two cultivato1s supports six people, English agriculture 1s twice as produc- 
tive as French agriculture,’ owing to the superior efficiency of large farm- 
ing, through combination of labour. Butin the first place, the facts them- 
selves are overstated ‘Ihe labour of two persons in England does not 
quite support six people, for there 1s not a little food imported from foreign 
counties, and fiom lheland. In Fiance, too, the labour of two culti- 
vators does much more than supply the food of thice persons. It 
provides the three persons, and occasionally foreigners, with flax, hemp, 
and to a ceitain extent with silk, oils, tobacco, and latterly sugar, which in 
England are wholly obtained from abioad ; nearly all the timber used in 
France is of home growth, nearly all which is used in England 1s 
imported ; the principal fuel of France 1s procured and brought to 
market by persons reckoned among agricultuiists, in England by persons 
not so reckoned I do not take into calculation hides and wool, these 
products being common to both countries, nor wine or brandy produced 
forhome consumption, since England has a corresponding production of 
beer and spints ; but England has no material expoit of either article, and 
a great importation of the last, while Fiance supphes wines and spmits to 
the whole world. I say nothing of fruit, eggs, and such minor exportable 
articles of agricultural produce. But, not to lay undue stress on these 
abatements, we will take the statement as it stands. Suppose that two 
persons, in England, do do7za fide produce the food of six, while in France, 
for the same puipose, the labour of four 1s requisite. Does 1t follow that 
England must have a larger surplus for the support of a non agricultural 
population? No; but meiely that she can devote two-thuds of her 
whole produce to the purpose, instead of one-thud. Suppose the produce 
to be twice as great, and the one-third will amoung to as much as the two- 
thirds. The fact might be, that owing to the greater quantity of labour 
employed on the French aystem, the same land would produce fcod for 
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twelve persons which on the English system would only producc it fot 
six: and if this were so, which would be quite consistent with the con- 
ditions of the hypothesis, then although the food for twelve was produced 
by the labour of exght, while the six were fed by the Jabour of only two, 
there would be the same number of hands disposable for other employ- 
ment in the one country asin the other. J am not contending that the 
fact is so. I know that the gross produce per acre in France aveiages 
much less than in England, and that, in proportion to the extent and 
fertility of the two counties, England Basin the sense we are now spcak- 
ing of, much the largest disposable population. But the dispropoition 
certainly 1s not to be measured by Mr. Wakefield’s simple ciitcrion. As 
well might it be said that aguicultural labour in the United States, where, 
by the last census, four families in every five appeared to be engaged 
in agriculture, must be still more inefficient than in France. 

The inferiority of Fiench cultivation (which, taking the country as a 
whole, must be allowed to be real, though much exagyerated,) 1s probably 
more owing to the lower general average of industrial skill and energy in 
that country, than to any special cause: and even if partly the effect 
of minute subdivision, 1t does not prove that small farming 1s dis- 
advantageous, but only (what 1s undoubtedly the fact) that farms in 
France are very frequently feo small, and, what 1s wo1sc, broken up into 
an almost incredible number of patches o1 far cd/es, most 1nconveniently 
dispersed and parted from one another. 

As a question, not of gross, but of net produce, the comparative merits 
of the grande and the petite culture, especially when the small farmer is 
also the proprictor, cannot be looked upon as decided. It 1s a question 
on which good judges at present differ. The current of English opinion 
is in favour of large faims. on the Content, the weight of authority 
seems to be on the other side. Professor Rau, of Heidelberg, the author 
of one of the most comprehensive and elaborate of extant treatises on 
political economy, and who has that large acquaintance with facts and 
authorities on his own subject, which generally characteizes his country- 
men, lays it down as a settled truth, that small or moderate-sized farms 
yield not only a larger gross, but a larger net produce . though, he adds, 
it is desirable there should be some great piopiietors, to lead the way in 
new improvements.* The most apparently impartial and discriminating 
judgment that I have met with 39 that of M. Passy, who (always speaking 
with reference to #¢/ produce) gives his verdict in favour of large farms 
for grain and forage ; but, for the kinds of culture which require much 
labour and attention, places the advantage wholly on the side of small 
cultivation ; including in this description, not only the vine and the olive, 
where a considerable amount of care and labour must be bestowed 
on each individual plant, but also roots, leguminous plants, and those 
which furnish the materials of manufactures. ‘Phe small size, and 
consequent multiplication, of farms, accoiding to all authorities, ae 
extremely favourable to the abundance of many fninor products of 
agriculture.t 


* See pp. 352 and 335 of a French translation published at Brussels in 1839, by 
M. Fred de Kemmeter, of Ghent. 

+ ‘Dans le département du Nord,’ says M. Passy, ‘une ferme de 20 hectares 
recueille en veaux, laitage, ceufs, et volailles, parfois pour un millier de francs dans 
lannce; et, les frais dcfalqués, c’est ’equivalent d'une addition au produit net de 
15 4 20 francs par hectare.’ Des Systemes de Culiure, p. 114, 
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It is evident that every labourer who extracts from the land mote than 
his own food, and that of any family he may have, increases the means of 
supporting a non-agricultural population. Even if his surplus 1s no more 
than enough to buy clothes for him, the labourers who make the clothes 
are a non-agricultural population, enabled to exist by food which he 
produces. Every agricultural family, therefore, which produces its own 
necessaries, adds to the net produce of agriculture ; and so does every 
person born on the land, who by e¢mploying himself on it, adds inore to 
its gross produce than the mete food which he cats. It 1s questionable 
whether, even in the most subdivided districts of Europe which are 
cultivated by the proprietors, the multiplication of hands on the soil has 
approached, or tends to approach, within a great distance of this limit. 
In France, although the sub-division is confessedly too great, there is 
proof positive that it is far from having reached the point at which it 
would begin to diminish the power of supporting a non-agricultural popu- 
lation. This is demonstrated by the great increase of the towns ; which 
have of late incieased in a much greater ratio than the population 
generally, showing (unless the conditicn of the town labourers is 
becoming rapidly deteriorated, which there is no reason to believe) that 
even by the unfair and inapplicable test of proportions, the productis eness 
of agriculture must be on the increase. This, too, concurrently with the 
amplest evidence that in the more improved districts of Fiance, and in 
some which, until lately, were among the unimproved, thee 1s a consider- 
a2) oeieeees consumption of country produce by the country population 
itself. 

In the present chapter, we do not enter on the question of great and 
small cultivation in any other respect than as a question of production, 
and of the efficiency of labour. We shall return toit hereafter as affecting 
the distribution of the produce, and the physical and social well-being of 
the cultivators themselves ; in which aspect it deserves, and requires, a 
still more particular examination. 


CHAPTER X. 
OF THE LAW OF THE INCRFASE OF LABOUR. 


§ 1. WE have now successively considered each of the agents or con- 
ditions of production, and of the means by which the efficacy of these 
various agents 1s promoted. In order to come to an end of the questions 
which relate exclusively to production, one more, of primary importance, 
remains. 

Production is not*a fixed but an incieasing thing. When not kept 
back by bad institutions, or a low state of the arts of life, the produce of 
industry has usuaily tended to inciease; stimulated not only by the 
desire of the producers to augment their means of consumption, but by 
the increasing number of the consumers. Nothing in political economy 
can be of more importance than to ascertain the law of this increase of 
production ; the conditions to which it is subject ; whether it has practi- 
cally any limits, and what these aie. ‘There 1s also no subject in political 
economy which is popularly less understood, or en which the errors com- 
mitted are of a character to produce, and do produce, greater mischief. 

We have seen that the essential requisites of production are three—~ 
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labour, capital, and natural agents; the term capital including all ex. 
ternal and physical requisites which are products of labour, the term 
natural agents all those which are not. Dut among natural agents we 
need not take into account those which, existing m unlimited quantity, 
being incapable of appropriation, and never altering in their qualities, 
are always ready to lend an equal degree of assistance to production, 
whatever may be its extent; as airand the light of the sun. Being now 
about to consider the impediments to production, net the facilities for it, 
we necd advert to no other natural aSents than those which are lable to 
be deficient either in quantity or in productive power. ‘These may be all 
represented by the term Jand = Land, in the narrowest acceptation, as 
the source of agricultural produce, 1s the chief of them ; and if we extend 
the term to mines and fisheries---to what 15 found im the earth itself, or in 
the waters which partly cover it, as well as to what 1s grown or fed on its 
surface, it embiaces everything with which we need at present concern 
ourselves. 

We may say, then, without a greater stretch of language than under 
the necessary eaplanations 1s pe:muissible, that the requisites of produc- 
tion are Labour, Capital, and Land The increase of production, there- 
fore, depends on the properties of these elements It 1s a result of the 
increase either of the elements themselves, or of their productiveness, 
The law of increase of production must be a consequence of the laws of 
these elements; the limits to the increase of production must be the 
limits, whatever they are, set by those laws. We proceed to consider 
the three elements successively, with reference to this effect ; or in other 
words the law of the increase of production, viewed in respect of its 
deperdence, first on Labour, secondly on Capital, and lastly on Land. 

§ 2 The increase of labour 1s the increase of mankind ; of population. 
On this subject the discussions excited by M1. Malthus’ Essay, have 
made the truth, although hy no means universally admitted, yet so fully 
known, that a briefer examination of the question than would otherwise 
have been necessary will probably on the present occasion suffice. 

The power of multiplication inherent tn all organic life may be regarded 
as infinite) There is no one species of vegetable or animal, which, if the 
eaith were entirely abandoned to it, and to the things on which it feeds, 
would not m a small number of years overspread every repion of the 
globe, of which the climate was compatible with its existence. The 
degree of possible rapidity 1s different in different ordeis of beings ; but 
in all itis sufficient for the earth to be very speedily filled up. There are 
snecics of vepetables of which a single plant will produce in one year the 
germs of a thousand ; if only two come to maturity, in fourteen years the 
two will have multiphed to sixteen thousand and more. Many animals 
have the power of quadrupling their numbers in : single year; if they 
only do as much mn half a century, ten thousand will have swelled within 
two centuries to upwards of two millions and a half. The capacity of 
increase is necessarily in a geometrical progression : the numenical ratio 
alone 1s different. 

To this property of organized beings, the human species forms no 
exception. Its power of increase is indefinite, and the actual multiplica- 
tion would be extraordinarily rapid, 1f that power wele exeicised to the 
utmost. It never is exercised to the utmost, and yet, in the most favour- 
able circumstances known to exist, which are those of a fertile region 
colonized from an industrious and civilized community, population has 


LAW OF THE INCREASE OF LABOUR. 19 


continued for several generations, independently of fresh immigration, 
to double itself in not much more than twenty years. That there is a 
capacity of multiplication in the human species beyond even this, is 
evident if we consider how preat is the ordinary number of children to a 
family, where the climate is good and early marriages usual; and how 
small a proportion of them dre before the age of maturity, in the present 
state of hygienic knowledge, where the locality is healthy, and the family 
adequately provided with the means of living. It 1s a very low estimate 
of the capacity of increase, if we @nly assume, that in a good sanitary 
condition of the people, each generation may be dcuble the number of 
the generation which preceded it. 

‘Twenty or thirty years ago, these propositions might still have required 
considerable enforcement and illustration; but the evidence of them 1s 
so ample and incontestable, that they have made their way against all 
kinds of opposition, and may now be regarded as axiomatic: although 
the extreme reluctance felt to admitting them, every now and then gives 
birth to some ephemeral theory, speedily forgotten, of a different law of 
increase in different circumstances, through a providential adaptation of 
the fecundity of the human species to the exigencies of society. The 
obstacle to a just understanding of the sulbyect does not arise from these 
theories, but from too confused a notion of the causes which, at most 
times and places, keep the actual inciease of mankind so far behind the 
capacity. 

§ 3. Those causes, nevertheless, are in no way mysterious. What 
prevents the population of hares and rabbits from overstocking the earth ? 
Not want of fecundity, but causes very different . many enemies, and in- 
sufficient subsistence ; not enough to eat, and hability to being eaten. 
In the human race, which 1s not generally subject to the latter incon- 
venience, the equivalents for 1t are war and disease. If the multiplication 
of mankind proceeded, hke that of the other animals, from a blind 
instinct, it would be limited in the same manner with theirs ; the births 
would be as numerous as the physical constitution of the species admitted 
of, and the population would be kept down by deaths. But the conduct 
of human creatures 1s everywhere more or less influenced by foresight of 
consequences, and by some impulses superior to mere animal instincts : 
and they do not, therefore, propagate hke swine, but are capable, though 
in very unequal degrees, of being withheld by prudence, or by the social 
affections, from giving existence to beings born only to misery and 
premature death. In proportion as mankind rise above the condition of 
the beasts, population 1s restrained by the fear of want, 1ather than by 
want itself, I¢ven where there is no question of starvation, most persons 
are similarly acted upon by the apprehension of losing what have come to 
be regarded as the decencies of their situation in life. Hutheito no other 
motives than these two have been found strong enough, in the generality 
of mankind, to cqunteract the tendency to increase. It has been the 
practice of a great majonity of the middle and the poorer classes, when- 
ever free from external control, to marry as early, and in most countries 
to have as many children, as was consistent with maintaining themselves 
in the condition of life which they were born to, or were accustomed to 
consider as theirs. Among the middle classes, im many individual 
Instances, there is an additional restiaint exercised from the desire on 
doing more than maintaining their circumstartes—of improving them ; 
but such a desire is rarely found, or rarely has that effect, in the labouring 
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classes. If they can bring up a family as they were themselves brought 
up, even the prudent among them are usually satisfied. Too often they 
do not think even of that, but :ely on fortune, or on the resources to be 
found in legal or voluntary charity. 

In a very backward state of society, like that of Europe in the middle 
ages, and many parts of Asia at present, population 1s kept down by 
actual starvation. The starvation does not take place in o1dinary years, 
but in seasons of scarcity, which tn tkose states of society are much more 
frequent and more extreme than Europe is now accustomed to. In these 
seasons actual want, or the maladies consequent on it, carry off numbers 
of the population, which in a succession of fay ourable years again expands, 
to be again cruelly decimated. In a more improved state, few, even 
among the poorest of the people, are limited to absolute necessanes, and 
to a bare sufficiency of those - and the increase 1s kept within bounds, 
not by excess of deaths, but by limitation of births. The limitation is 
brought about in various ways. In some countrics, it 1s the 1esult of 
prudent or conscientious self-restraint. There 1s a condition to which the 
labouring people are habituated; they perceive that by having too 
numerous families, they must sink below that condition, or fail to 
transmit it to their children; and this they do not choose to submit to. 
The countries in which, so far as 1s known, a great degree of voluntary 
prudence has been longest practised on this subject, are Norway and 
parts of Switzerland. Conceining both, there happens to be unusually 
authentic information ; many facts were carefully brought together by 
Mr. Malthus, and much additional evidence has been obtained since his 
time. In both these countries the increase of population ts very slow ; 
and, what checks it, 1s not multitude of deaths but fewness of births. 
Both the births and the deaths are remarkably few in proportion to the 
population ; the average duration of life 1s the longest in Europe ; the 
population contains fewer children, and a greater propoitional number of 
persons in the vigour of hfe, than 1s known to be the case in any other 

art of the world. The paucity of births tends directly to prolong life, by 

eeping the people in comfortable circumstances ; and the same prudence 
is doubtless exercised in avoiding causes of disease, as in keeping clear of 
the principal cause of poverty. It 1s worthy of remaik that the two 
countries thus honourably distinguished, aie countries of small landed 
proprietors 

There are other cases in which the prudence and forethought, which 

erhaps might not be exercised by the people themsclves, are exercised 
ts the state for thair benefit ; marnage not being peimitted until the con- 
tracting parties can show that they have the prospect of a comfortable 
support. Under these laws, of which I shall spealy more fully hereafter, 
the condition of the pcople 1s repoited to be good, and the illegitimate 
births not so numerous as might be expected ‘Ihcre are places, again, 
in which the restraining cause scems to be not so much individual pru- 
dence, as some gencral and perhaps even accidental habit of the country. 
In the rural districts of England, during the Jast century, the growth of 
population was very effectually repressed by the diificulty of obtaming a 
cottage to live in. Jt was the custom for unmarried labourers to lodge and 
board with their employers ; it was the custom for married labourers to 
have a cottage: and the rule of the English poor laws by which a parish 
was charged with the support of its unemployed poor, rendered land- 
owners averse to promote mariiage. About the end of the century, the 
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great demand for men in war and manufactures, made it be thought 
a patriotic thing to encoulage population : and about the same time the 
growing inclination of farmeis to live like nch people, favoured as it was 
by a long peiiod of high prices, made them desnous of keeping infenors 
at a greater distance and, pecumary motives arising from abuses of the 
poor laws being supeiadded, they gradually drove their laboureis into 
cottages, which the landlords now no longer 1efused permission to build. 
In some countries an old standing custom that a girl should not marry 
until she had spun and woven for herself an ample ¢vousscaw, 1s said to 
have acted as a substantial check to population. In England, at present, 
the influence of prudence in keeping down multiplication 1s seen by the 
diminished number of marriages in the manufacturing districts in years 
when trade 1s bad. 

But whatever be the causes by which population is anywhere limited 
to a comparatively slow rate of increase, there 1s always an immense 
residuary power behind, ready to start into activity as soon as the 
pressuie which restrained it 1s taken off. It 1s but rarely that improve- 
ments in the condition of the labouring classes do anything more than 
give a temporary margin, specdilly filled up by an increase of their num- 
bers. The use ‘they commonly choose to make of any advantageous 
change in their circumstances, 1s to take it out in the form which, by 
augmenting the population, deprives the succeeding generation of the 
benefit. Unless their idea and their habitual standard of comfortable 
living can be 1aised, nothing pe:manent can be done for them; the 
most promising schemes end only m having a more numerous, but not a 
happier people. By their habitual standard, I mean that down to which 
they will multipty, but not lower. Every advance they make in educa- 
tion, Civilization, and social improvement, tends to raise this standard ; and 
there 1s no doubt that it 1s gradually, though slowly, rising in the more 
advanced countiies of Western Europe. Subsistence and employment in 
England have never increased more 1apidly tlan in the last sixteen years, 
but the census of 1841 showed a smaller proportional increase of popula- 
tion than that of 1831; and the produce of French agriculture and 
industry 1s incicasing in a progiessive 1atio, while the population exhibits 
In every quinquennial census a smaller propoition of births to the 
population. 

The subject, however, of population, in its connesion with the condition 
of the labouting classes, will be considered in another place: in the 
present, we have to do with it solely as one of the elements of Produc- 
tion: and in that character we could not dispense with pointing out the 
unlimited extent of its natural powers of incicase, and the causes owing 
to which so small a portion of that unlimited power 1s for the most part 
actually exercised. After this brief indication, we shall proceed to the 
other clements. 


CHAPTER XI. 
OF THE LAW OF 1HE INCREASE OF CAPITAL. 


§ 1. THE requisites of production being labour, capital, and land, it 
has been seen from the preceding chapter that the impediments to the 
increase of production do not arise from the first ®f these elements. On 
the side of labour there is no obstacle to an increase of production, 
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indefinite in extent and of unslackening rapidity. Population has the 
power of increasing in a uniform and rapid geometrical ratio. If the 
only essential condition of production were labour, the produce might, 
and naturally would, increase in the same ratio; and there would be no 
limit, until the numbers of mankind were brought to a stand from actual 
want of space. 

But production has other :cquisites, and of these, the one which we 
shall next consider 1s Capital. Theye cannot be more people in any 
country, or in the world, than can be supported from the produce of past 
labour until that of present labour comes in. There will be no greater 
number of productive labourers in any country, or in the world, than can 
be supported from that portion of the produce of past labour, which is 
spared from the enjoyments of its possessor for purposes of reproduction, 
and 1s termed Capital. We have neat, therefoie, to inquire into the con- 
ditions of the imcrease of capital: the causes by which the rapidity 
of its increase 1s determined, and the necessary limitations of that 
increase. 

Since all capital 1s the product of saving, that is, of abstinence from 
present consumption for the sake of a future good, the increase of capital 
must depend upon two things, the amount of the fund fiom which 
saving can be made, and the strength of the dispositions which prompt 
to it. 

The fund from which saving can be made, 1s the surplus of the produce 
of labour, after supplying the necessaries of life to all concerned in the 
production (including those employed in replacing the materials, and 
keeping the fixed capital in repair). More than this surplus cannot be 
saved under any circumstances. As much as this, though it never 1s 
saved, always might be. This surplus is the fund from which the enjoy- 
ments, as distinguished fiom the necessanes of the produceis, are 
provided ; it 1s the fund from which all are subsisted, who aie not them- 
selves engayed 1n production ; and from which all additions are made to 
capital, It is the real net produce of the country. ‘The phrase, net 
produce, is often taken in a more limited sense, to denote only the profits 
of the capitalist and the rent of the landlord, under the idea that nothing 
can be included 1n the net produce of capital, but what 1s returned to the 
owner of the capital after replacing his expenses. But this 1s too narrow 
an acceptation of the term. The capital of the employer forms the 
revenue of the labourers, and if this exceeds the necessaries of life, it gives 
them a surplus, which they may either expend in enjoyment or save. 
For every purpose for which there can be occasion to speak of the net 

roduce of industry, this suiplus ought to be included 1n it. When this 
is inc.uded, and not otherwise, the net produce of the country 1s the 
measure of its effective power ; of what it can spafe for any purposes of 

ublic utility, or private indulgence ; the portion of its produce of which 
It can dispose at pleasure ; which can be drawn upon “to attain any ends, 
or gratify any wishes, either of the government or of individuals ; which 
it can either spend for its satisfaction, or save for future advantage. 

The amount of this fund, this net produce, this excess of production 
above the physical necessaries of the producers, 1s one of the elements 
that determine the amount of saving. The greater the produce of labour 
after supporting the lakourers, the more there 1s which cam be saved. 
The same thing also partly contributes to determine, how much wz// be 
saved, A part of the mative to saving consists in the prospect of deriving 
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ah income from savings ; in the fact that capital, employed in production, 
is capable of not only reproducing itself but yielding an inciease. The 
gicater the profit that can be made fiom capital, the stionger is the 
motive to its accumulation. That indeed which forms the inducement to 
save, 15 not the whole of the fund which supplies the means of saving, not 
the whole net produce of the Jand, capital, and labour of the countiy, but 
only a part of it, the part which forms the remuneration of the capitalist, 
and 1s called profit of stock. It wiJl, however, be readily enough under- 
stood, even previously to the explanations which will be given hereafter, 
that when the general productiveness of labour and capital is gieat, the 
returns to the capitalist are hkely to be large, and that some pioportion, 
though not a uniform one, will commonly obtain between the two. 

§ 2. But the disposition to save does not wholly depend on the external 
inducement to it; on the amount of profit to be made fiom saving. 
With the same pecuniary inducement, the inclination 1s very different, in 
different persons, and im different communities. The effective desire of 
accumulation 1s of unequal strength, not only according to the varieties of 
individual character, but to the general state of socety and civilization. 
Like all other moral attributes, 1t 1s one in which the human race eahibits 
great differences, conformably to the diveisity of its circumstances and 
the stage of its progress. 

On topics which if they were to be fully investigated would exceed the 
bounds that can be allotted to them in this treatise, it is satisfactory to be 
able to 1efer to other works in which the necessary developments have 
been piesented more at length. On the subject of Population this 
valuable service has been rende:ed by the celebrated Essay of Mr. 
Malthus and on the point which now occupies us I can refer with equal 
confidence to another, though a less known work, ‘New Principles of 
Political Economy,’ by Mr. Rae * In no other book known to me 1s so 
much hght thrown, both from pinciple and history, on the causes which 
determine the accumulation of capital. 

All accumulation involves the sacrifice of a present, for the sake of a 
future good. But the expediency of such a saciifice varies very much in 
different states of circumstances ; and men’s willingness to make it, varies 
still more 

In weighing the future against the present, the unceitainty of all things 


* This treatise is an example, such as not unfrequently presents itself, how much 
more depends on accident, than on the qualities of a book, in determining its re- 
ception. Had it appeared at a suitable time, and been favoured hy circumstances, 
it would have had every requisite for great success, The author, a Scotchman 
settled in the United States, unites much knowledge, an original vein of thought, 
a considerable turn for philosophic generalities, and a manner of exposition and 
illustration calculated to make ideas tell not only for what they are worth, but for 
more than they are worth, and which, sometimes, I think, has that effect in the 
writer’s own nund. The principal fault of the book is the position of antagonism 
in which, with the controversial spirit apt to be found in those who have new 
thoughts on old subjects, he has placed himself towards Adam Smith, _I call this 
a fault, (though I think many of the criticisms just, and some of them far-sceing,) 
because there is much less of real difference in opimon than might be supposed 
from Mr. Rae’s animad versions s and because what he has found vulnerable in his 
preat pred zcessor is chiefly the ‘human ¢o0 much’ in hg premises; the portion of 
them that is over and above what was cither required or is actually used in the 
establishment of his conclusions. 
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future is a leading element; and that uncertainty is of very different 
degrees. ‘All circumstances,’ therefore, ‘increasing the probalhility of 
the provision we make for futurnty bemg enjoyed by ouiselves or others, 
tend’ justly and reasonably ‘to give strength to the effective desire of 
accumulation, Thus a healthy climate or occupation, by increasing the 
prohalulity of hfe, his a tendency to add to this desire. When engaged 
in safe occupations, and hving in healthy counties, men are much more 
apt to be frugal, than in unhealthy. or hazardous occupations, and in 
climates pernicious to human hfe Sailois and soldiers aie prodigals. In 
the West Indics, New Orleans, the Inast Indies, the capenditure of the 
inhabitants 1s profuse. The same people, coming to 1eside in the healthy 
parts of Europe, and not getting into the vortex of extravagant fashion, 
hve economically. War and pestilence have always waste and luxury 
among the othe: evits that follow in their train For similar 1easons, 
whatever gives security to the affains of the community, 1s favourable to 
the strength of this principle. In this respect the general pievalence of 
law and onder, and the prospect of the continuance of peace and 
tranquillity, have considerable influence ’* The more perfect the security, 
the greater will be the effective stiength of the desire of accumulation. 
Where property 15 less safe, or the vicissitudes ruinous to fortunes are 
more frequent and seveie, fewer persons will save at all, and of those who 
do, many will require the inducement of a highei 1ate of profit on capital, 
to make them prefer a doubtful future to the temptations of present 
enjoyment 

These are considerations which affect the expediency, in the eye of 
reason, of consulting futuic mteiests at the expense of present. But 
men’s inclination to make this sacnmfice does not solely depend upon its 
expediency. The disposition to save, 1s often far short of what 1eason 
would dictate * and at other times 1s hable to be in excess of it. 

Deficient strenyth of the desire of accumulation may arise from 
improvidence, o1 from want of interest in others. Imptovidence may be 
connected with intellectual as well as moral causes. Individuals and 
communities of avery low state of intelligence are always impiovident. 
A ceitain measure of intellectual development scems necessary to enable 
absent things, and especially things future, to act with any force on the 
imagination and will. ‘The effect of want of interest in otheis in diminish- 
ing accumulation, will be admitted, 1f we cons de: how much saving at 
present takes place, which has for its obyect the intciest of others rather 
than of ourselves ; the education of children, their advancement in life, 
the future interests of other peisonal connexions, the desne of promoting, 
by the bestowal of money or time, objects of public or private usefulness. 
If mankind were generally in the state of mind to which some approach 
was seen in the declining period of the Roman empic—caring nothing 
for their heis, as well as nothing for friends, the ppblic, or any object 
which survived them—they would seldom deny thempoel\ es any induleence 
for the sake of saving, beyond what was necessary for their own future 
years ; which they would place in hfe annuities, or in some other form 
which would make its existence and their lives ter.ninate together, 

§ 3. From various degrees of these deficiencies, intellectual and moral, 
there is, in different portions of the human race, a greater diveisity than 
is usually adverted to, 1 the strength of the effective desite of accumula- 


* Rae, p. 123. 
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tion. A backward state of general civilization is often more the effect of 
deficiency in this particular than in many others which attract more atten- 
tion. In the cucumstances, for example, of a hunting tube, ‘man may be 
said to be necessarily improvident, and regardless of futurity, because, in 
this state, the future presents nothing which can be with ceitainty either 
foresecn or governed. ..... Besides a want of the motives exciting to 
provide for the needs of futurity through means of the abilities of the 
present, there 1s a want of the habits of perception and action, leading to 
a constant connexion in the minds of those distant points, and of the 
selies of events serving to unite them. Even, theicfore, if motives be 
awakened capable of producing the exertion necessary to effect this con- 
nexion, there remains the task of training the mind to think and act so as 
to establish it.’ 

For instance: ‘Upon the banks of the St. Lawrence there are several 
little Indian villages. ‘They are surrounded, in general, by a good deal 
of land, from which the wood seems to have been long extirpated, and 
have, besides, attached to them, extensive tracts of forest. The cleared 
land is rarely, I may almost say never, cultivated, nor ale any inroads 
made in the foiest for such a puipose. ‘The soil 1s, nevertheless, fertile, 
and weic it not, manure hes in heaps by their houses. Were every family 
to inclose half an acie of giound, till it, and plant 1n it potatoes and maze, 
it would yield a sufficiency to support them one-half the year. They suffer, 
too, every now and then, extieme want, insomuch that, jomed to occa- 
sional intemperance, it 1s rapidly reducing their numbers. This, to us, so 
Stlange apathy procecds not, in any great degree, from repugnance 
to labour; on the contrary, they apply very diligently to 1t when its 
reward is immediate ‘Thus, beside their peculiar occupations of hunting 
and fishing, in which they aie ever ready to engage, they are much 
employed in the naviyation of the St. Lawience, and may be seen 
labouring at the oar, or setting with the pole, in the large boats used 
for the purpose, and always fuinish the greater part of the additional 
hands necessary to conduct rafts though some of the rapids. Nor is the 
obstacle aversion to agricultural labour. This 1s no doubt a prejudice of 
theirs ; but mere prejudices always yield, principles of action cannot be 
created. When the returns from agricultural labour are speedy and 
great, they are also agriculturists. Thus, some of the little islands 
on Lake St. Francis, near the Indian village of St. Regis, are favourable 
to the growth of maize, a plant yielding a return of a hundredfold, and 
forming, even when half ripe, a pleasant and substantial repast. Patches 
of the best land on these islands are, therefore, every year, cultivated by 
them for this purpose. As their situation renders them inaccessible to 
cattle, no fence is required; were this additional outlay necessary, I 
Suspect they would be neglected, lke the commons adjoming their 
village. These had apparently, at one time, been under crop. The 
cattle of the neighkouring settlers would now, however, destroy any crop 
not securely fenced, and this additional necessary outlay consequently 
bars their culture. It removes them to an order of instruments of slower 
return than that which corresponds to the strength of the effective desire 
of accumulation 1n this little society. 

‘It is here deserving of notice, that what instruments of this kind they 
do form, are completely formed. The small spots of corn they cultivate 
are thoroughly weeded and hoed. A little negle& in this part would in- 
deed reduce the crop very much; of this experience has made them per- 
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fectly aware, and they act accordingly. It is evidently not the necessary 
labour that is the obstacle to more extended culture, but the distant return 
from that labour. I am assured, indeed, that among some of the more 
remote tribes, the labour thus expended much exceeds that given by the 
whites. The same portions of ground being cropped without remission, 
and manure not being used, they would scarcely yield any return, were 
not the soil most carefully broken and pulverized, both with the hoe and 
the hand. In such a situation a white man would clear a fresh piece of 
ground. It would perhaps scarce repay his labour the first year, and he 
would have to look for his reward in succeeding years. On the Indian, 
succeeding years are too distant to make sufficient impression : though, 
to obtain what labour may bring about in the course of a few months, he 
toils even more assiduously than the white man’* 

This view of things 1s confirmed by the experience of the Jesuits, in 
their interesting efforts to civilize the Indians of Paraguay. They gained 
the confidence of these savages in a most extraordinary degrce. They 
acquired influence over them sufficient to make them change their whole 
manner of life. They obtained their absolute submission and obedience. 
They established peace. They taught them all the operations of Eulopean 
agriculture, and many of the more difficult arts There were everywhcre 
to be seen, according to Charlevoix, ‘workshops of gilders, painters, 
sculptors, goldsmiths, watchmakers, carpenters, joiners, dyeis,’ etc. These 
occupations were not practised for the personal gain of the artificers : the 
produce was at the absolute disposal of the missionaries, who ruled the 
people by a voluntary despotism. ‘The obstacles arising from aversion to 
labour were therefore very completely overcome. The 1eal difficulty was 
the improvidence of the people ; their inability to think for the future ; 
and the necessity accordingly of the most unremitting and minute super- 
intendence on the pait of their instructors. ‘Thus at first, if these gave 
up to them the care of the oxen with which they ploughed, their indolent 
thoughtlessness would probably leave them at evening still yoked to the 
implement Worse than this, instances occured wheie they cut them up 
for supper, thinking, when 1epiehended, that they stfficiently excused 
themselves by saying they were hungty. ... These fathers, says Ulloa, 
have to visit the houses, to examine what is 1eally wanted for, without 
this care, the Indians would never look after anything. ‘They must be 
piesent, too, when animals are slaughtered, not only that the meat may 
be equally divided, but that nothing may be lost. ‘But notwithstanding 
all this care and superintendence,’ says Charlevoix, ‘and all the precau- 
tions which are taken to prevent any want of the necessaries of hfe, the 
missionaries are sometimes much embarrassed. It often happens that 
they,’ (the Indians,) ‘do not reserve to themselves a sufficiency of grain, 
even for seed. As for their other provisions, weie they not well looked 
after, they would soon be without wherewithal to support hife.’+ 

As an example intermediate, in the strength of the effective desire of 
accumulation, between the state of things thus depicted and that of 
modern Europe, the case of the Chinese deserves attention. From 
various circumstances in their personal hibits and social condition, it 
might be anticipated that they would possess a degree of prudence and 
self-control greater than other Asiatics, but infeiior to most European 
nations ; and the following evidence is adduced of the fact. ~ 
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©Durability is one of the chicf qualities marking a high degree of the 
effective desire of accumulation. The testimony of travelleis ascribes to 
the instiuments formed by the Chinese a very inferior duability to 
similar instruments constiucted by Europeans. ‘Ihe houses, we are told, 
unless of the ligher ranks, are in general of unbuint bricks, of clay, or of 
hurdles plastered with earth ; the roots, of recds fastened to laths. We 
can scarcely conceive more unsubstantial or temporary fabrics. Their 
paititions are of paper, requiring, to be renewed evely year. A similar 
observation may be made concerning then implements of husbandry, and 
other utensils. They are almost entirely of wood, the metals entering but 
very sparingly into their construction ; consequently they soon wear out, 
and require fiequent renewals. A greater degree of stiength in the 
effective desire of accumulation, would cause them to be constructed of 
materials requiring a greater piesent e,penditure, but being far more 
duiable. Fiom the same cause, much land, that in other countries would 
be cultivated, lies waste All travellers take notice of Jarge tracts of land, 
thiefly swamps, which continue in a state of nature. To biing a swamp 
into tillage 1s generally a process, to complete which, requies several 
years. It must be previously drained, the surface long exposed to the 
sun, and many operations performed, before 1t can be made capable of 
bearing a crop Though yielding, probably, a very considerable return 
for the labour bestowed on it, that return is not made until a long time 
has elapsed. The cultivation of such Jand implies a gieater strength of 
the effective desire of accumulation than exists in the empire. 

‘The produce of the harvest 1s, as we have remaiked, always an 
instrument of some oder or another ; it 1s a provision for future want, 
and 1egulated by the same laws as those to which other means of attain- 
ing a similar end conform — It 1s there clnefly nce, of which there are two 
harvests, the one in June, the other in October. The period then of eight 
months between October and June, 1s that for which provision 1s made 
each year, and the different estimate they make of to-day and this day 
eight months will appear in the self-denial they practise now, in order to 
guard against want then The amount of this self-demal would seem to 
be small. ‘The father: Parennin, indeed, (wl.o seems to have been one of 
the most intelligent of the Jesuits, and spent a long life among the 
Chinese of all classes ) asserts, that itis then gicat deficiency in fore- 
thought and frugality in this respect, which 1s the cause of the scarcities 
and famines that frequently occ ur.’ 

That it 1s defect of providence, not defect of industry, that limits pro- 
duction among the Chinese, 1s still more obvious than in the case of the 
semi-agricultuiized Indians. ‘ Wheie the returns are quick, where the 
instruments formed requue but little tme to bring the events for which 
they were formed to ‘an issue,’ it 1s well known that ‘the great progress 
which has been made in the knowledge of the arts suited to the nature of 
the countiy and tlfe wants of its inhabitants’ mahes industry energetic 
and effective. ‘The warmth of the clunate, the natural fertility of the 
country, the knowledge which the inhabitants have acquired of the atts of 
agriculture, and the discovery and gradual adaptation to every soil of the 
most useful vegetable productions, enable them very speedily to draw 
fiom almost any part of the surface, what 1s there esteemed an equivalent 
to much more than the labour bestowed in tillingeand cropping it. They 
have commonly double, sometimes treble harvests. These when they 
consist of a grain so productive as rice, the usual crop, can scarce fail to 
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yield to their skill, from almost any portion of soil that can be at once 
brought into culture, very ample returns. Accordingly there 1s no spot 
that labour can immediately bring under cultivation, that 1s not made to 
yield to it. Hulls, even mountains, are ascended and formed into terraces ; 
and water, in that country the great productive agent, is led to every part 
by drains, or cariied up to it by the ingenious and simple hydraulic 
machines which have been in use from time immemorial among this 
singular people. They effect this the more easily, from the soil, even in 
these situations, being very deep and ¢overed with much vegetable mould. 
Sut what yet more than this marks the readiness with which labour ts 
forced to form the most difficult materials into instruments, where these 
instruments soon bring to an issue the events for which they are formed, 
is the frequent occurrence on many of their lakes and rivers, of structures 
resembling the floating gardens of the Peruvians, rafts covered with 
vegetable soil and cultivated. Labour in this way draws from the 
miateiials on which it acts very speedy ictuins. Nothing can excced the 
luxuriance of vegetation when the quickening powers of a genial sun are 
ministered to by a rich soil and abundant moisture. It is otherwise, as 
we have seen, in cases where the return, though copious, is distant. 
European travellers are surprised at meeting these little floating farms by 
the side of swamps which only require draining to 1ender them tillable. 
It seems to them strange that labour should not rather be bestowed on 
the solid earth, where its fruits might endure, than on structures that 
must decay and perish in a few years. The people they are among think 
not so much of future years as of the present time. The cffcctive desire 
of accumulation 1s of very different strength in the one, from what it 19 In 
the other. The views of the European extend to a distant futurity, and 
he 1s surprised at the Chinese, condemned, through improvidence, and 
want of sufficient prospective care, to incessant toil, and as he thinks, 
insufferable wretchedness. The views of the Chinese are confined to 
narrower bounds ; hc is content, as we say. to live from day to day, and 
has Jearnt to conceive even a life of toil a blessing.* 

When a country has carned production as far as in the existing state of 
knowledge it can be carned with an amount of return corresponding to 
the average strength of the effective desire of accumulation in that country, 
it has reached what ts called the stationary state; the state in which no 
further addition will be made to capital, unless there takes place either 
some improvement in the arts of production, or an increase in the 
strength of the desire to accumulate. In the stationary state, although 
capital does not on the whole increase, some persons grow richer and 
others poorer. Those whose degrce of providence 1s below the usual 
standard, become impoverished, their capital perishes, and makes room 
for the savings of those whose effective desire of accumulation exceeds the 
average. These become the natural purchasers of the Jands, manufactories, 
and other instruments of production owned by their less provident country- 
men. 

What the causes are which make the return to capital greater in one 
country than in another, and which, in certain circumstances, make it im- 
possible for any additional capital to find investment unless at dimimshed 
returns, will appear clearly hereafter. In China, if that country has really 
attained, as it is supposed to have done, the stationary state, accumula- 
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tion has stopped when the returns to capital are still as high as is indicated 
by a rate of interest legally twelve per cent., and practically varying (it 1s 
said) between eightcen and thirty-six. It is to be presumed therefore that 
no greater amount of capital than the country already possesses, can find 
employment at this high rate of profit, and that any lower rate docs not 
hoid out to a Chinese sufficient temptation to duce him to abstain from 
present enjoyment What a contrast with Holland, where, during the 
most flourishing period of 11s histo. y, the government was able habitually 
to borrow at two per cent., and private individuals, on good security, at 
thice. Since Chinais not a country ke Burmah, o1 the native states of 
India, wheie an enoimous interest 1s but an indispensable compensation 
for the risk incurred from the bad faith or poverty of the state, and of 
almost all private borrowers ; the fact, 1f fact it be, that the increase of 
capital has come to a stand while the icturns to it are still co large, 
denotes a much less degree of the effective desire of accumulation, in 
other words, a much lower estimate of the future i1clatively to the piesent, 
than that of most Euopean nations. 

§ 4. We have hitherto spoken of countries in which the aveiage 
strength of the desne to accumulate is short of that which, in cucum- 
stances of any tolerable secuity, reason and sober calculation would 
approve. We have now to speak of others in which it decidedly sui- 
passes that standard. In the more prosperous countries of Europe, 
although in them also ae to be found abundance of prodigals, and in 
some of them (and in none more than England) the ordinary degiee 
of economy and providence among those who Ine by manual labour 
cannot be considered high, still in a very numeious potion of the 
community, the professional, manufacturing, and trading classes, being 
those who, generally speaking, unite more of the means with more of the 
motives for saving than any other class, the spirit of accumulation is so 
strong, that the signs of 1apidly incieasing wealth mcet every eye: and 
the preat amount of capital seeking investment excites astonishment, 
whenever peculiar cicumstances turning much of it mto some one 
channel, such as railway construction or foreign speculative adventure, 
bring the largeness of the total amount into evidence. 

There are many circumstances which, in England, give a pecuhar 
foice to the accumulating propensity. The loug exemption of the 
country from the 1avages of war, and the far earher peiiod than else- 
where at which propeity was secure fiom military violence or arbitrary 
spoliation, have produced a long-standing and hereditary confidence in 
the safety of funds when trusted out of the owner’s hands, which in most 
other countries 1s of much more recent origin, and less firmly established. 
The geographical cases which have made industry rather than war the 
natural source of power and importance to Great Britain, have turned an 
unusual proportion of the most ente! prising and energetic characteis into 
the diiection of manufactures and commerce ; into supplying their wants 
and gratifying their ambition by producing and saving, rather than by 
appropriating what has been produced and saved. Much also depended 
on the better political institutions of this country, which by the scope 
they have allowed to individual freedom of action, have encouraged per- 
sonal activity and self-reliance, while by the lberfy they confer of associa- 
tion and combination, they facilitate industrial enterprise on a large scale. 
The same institutions in another of their aspects, give a most direct and 
potent stimulus to the desire of acquiring wealth. The earher decline of 
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feudalism having removed or much weakened invidious distinctions be. 
tween the originally trading classes and those who had been accustomed 
to despise them; and a polity having grown up which made wealth the 
real source of political influence, ils acquisition was invested with a 
factitious value, independent of its intrinsic utility. It became synony- 
mous with power, and since power with the common herd of mankind 
gives power, wealth became the chief source of personal consideration, 
and the measure and stamp of success.in life. To get out of one rank in 
society into the next above it, ts the vfeat aim of English bourgeots life, 
and the acquisition of wealth the means. And inasmuch as to be rich 
without industry constitutes a step in the social scale above those who 
are rich by means of industry, tt becomes the object of ambition to save 
not merely as much as will afford a large income while in business, but 
enough to retue from business and live in affluence on reahzed gains 
These causes are, in England, greatly aided by that extreme indifference 
of the people to personal enjoyment, which 1s a characteristic of all 
countries over which puritanisn has passed. But if accumulation 1s, on 
one hand, 1endered easier by the absence of a taste for pleasure, it 1s, 
on the other, made more difficult by the presence of a very real taste for 
expense. So strong is the association between personal consequence and 
the signs of wealth, that the silly desue for the appearance of a large 
expenditure has the force of a passion among large classes of a nation 
which derives less pleasure than perhaps any other in the world from 
what it spends Owing to this circumstance, the effective desiue of 
accumulation las never reached so high a pitch in Envland as it did 
in Holland, where, there bemg no ich idle class to set the example of a 
reckless expenditure, and the mercantile classes, who possessed the sub- 
stantial power on which social influence always wats, being left to 
establish then own scale of living and standard of propriety their habits 
remained frugal and unostentatious. 

In England and Holland, then, fora long time past, and now in most 
other countries in Europe (which aie rapidly following Iengland in the 
sam? 1ace), the dese of accumulation docs not requne, to make it 
effective, the copious returns which it requires in Asia, but 1s sufficiently 
called into action by a rate of profit so low, that imstead of slackening, 
accumulation seems now to procecu more 1apidly than ever and the 
second 1equisite of increased production, increase of capital, shows no 
tendency to become deficient. So far as that element 1s conceincd, 
production is susceptible of an inciease without any assignable bounds. 

The progress of accumulation would no doubt be considerably checked, 
if the returns to capital were to be 1educed still Jower than at present. 
But why should any possible increase of capital have that effect? This 
question carries the mind foiwaid to the remaining one of the three 
requisites of production The lunitation to production, not consisting in 
any necessaly limit to the increase of the other two c'ements, labour and 
capital, must turn upon the propeities of the only clenent which is 
inherently, and in itself, limited in quantity. It must depend on the 
properties of land. 
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CHAPTER XII. 
OF THE LAW OF THE INCREASE OF PRODUCTION FROM I AND. 


§ 1. LAND differs from the other elements of production, labour and 
capital, in not being susceptible of indefinite incicase. Its cvtent 1s 
limited, and the extent of the more productive kinds of it moe limited 
still. It is also evident that the quantity of produce capable of being 
raised on any given piece of land ¢ not indefinite. This limited quantity 
of land, and limited productiveness of it, are the real limits to the inciease 
of production. 

That they are the ultimate limits, must always have been clearly scen. 
But since the final barier has never in any instance been 1eached ; since 
there 1s no country in which all the Jand, capable of yielding food, 15 so 
highly cultivated that a larger produce could not (even without supposing 
any fresh advance in agricultural knowledge) be obtained fiom it, and 
since a large portion of the earth’s surface still remains entucly un- 
cultivated ; 1t1s commonly thought, and 1s very natural at first to suppose, 
that for the present all limitation of production or population from this 
source 1s at an indefinite distance, and that ages must clapse before any 
practical necessity alises for taking the limiting principle into se1ous 
consideration. 

I apprehend this to be not only an error, but the most se11ous one, to 
be found in the whole field of political economy, The question 1s more 
important and fundamental than any other ; 1t involves the whole subject 
of the causes of poverty, in a rich and industiious community ; and unless 
this one matter be thoroughly undeistocd it 1s to no pwpose proceeding 
any further in our inquiry. 

§ 2. The limitation to production fiom the properties of the soil, 1s not 
like the obstacle opposed by a wall, which stands inmmovealle in one 
particular spot, and offers no hindiance to motion short of stopping it 
entuely We may 1ather compate it to a Inghly elastic and extensible 
band, which 1s hatdly ever so violently stietched that it could not possibly 
be stretched any more, yet the pressure of whichis felt long before the 
final limit 1s reached, and felt more severely the neaiei that limit is 
approached. 

After a certain, and not very advanced, stage in the progress of 
agriculture ; as soon, in fact, as men have applied themselves to cultiva- 
tion with any energy, and have brought to it any tolerable tools; fiom 
that time it is the law of production from the land, that in any given state 
of agricultural skill and knowledge, by increasing the labour, the produce 
Is not increased in an equal degrec ; doubling the labour docs not double 
the produce ; or, to express the same thing in other words, every increase 
of produce 1s obtained by a more than proportional incicase in the 
application of labour to the Jand. 

This general laW of aguicultural industry is the most important 
Proposition in political economy. Were the law different, neatly all the 
phenomena of the production and distibution of wealth would be other 
than they aie. The most fundamental errors which still prevail on our 
subycct, 1esult from not perceiving this law at work underneath the more 
superficial agencies on which attention fixes itself; but mistaking those 
agencies for the ultimate causes of effects of which they may influence the 
form and mode, but of which it alone determines the essence. 
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When, for the purpose of raising an increase of produce, recourse is had 
to inferior land, it is evident that, so far, the produce does not increase in 
the same proportion with the labour. The very meaning of inferior land, 
is land which with equal labour returns a smaller amount of produce. 
Land may be inferior either in fertility or in situation. The one requires 
a greater proportional amount of labour for growing the produce, the 
other for carrying it to market. If the land A yields a thousand 
quarters of wheat, to a given outlay in wages, manure, etc., and in order 
to raise another thousand recourse must be had to the land B, which 1s 
either Jess feitile or more distant fran the market, the two thousand 
quarters will cost more than twice as much labour as the original 
thousand, and the produce of agriculture will be increased in a less ratio 
than the labour employed in procuring it. 

Instead of cultivating the land B, it would be possible, by higher 
cultivation, to make the land A produce more. It might be ploughed, 
or harrowed twice instead of once, or three times instead of twice; 
it might be dug instead of being ploughed ; after ploughing, it might 
be gone over with a hoe instead of a harrow, and the soil moire com- 
pletely pulverzed ; it might be oftener or more thoroughly weeded ; the 
implements used might be of higher finish, or more elaborate construc- 
tion; a greater quantity or more expensive kinds of manure might be 
applied, or when applied, they might be mote carefully mixed and incor- 
porated with the soil. These are some of the modes by which the same 
land may be made to yield a greater produce; and when a greater 
produce must be had, some of these are among the means usually 
employed for obtaining it. But, that it is obtained at a more than 
propoitional increase of expense, 1s evident from the fact that inferior 
lands are cultivated. Inferior lands, or lands at a greater distance from 
the market, of course y1eld an inferior retuin, and an increasing demand 
cannot be supplied from them unless at an augmentation of cost, and 
therefore of price If the additional demand could continue to be supplied 
from the superior lands, by applying additional labour and capital, at no 
greater proportional cost than that at which they yield the quantity 
first demanded of them, the owners or farmers of those lands could under- 
sell all othe1s, and engross the whole market. Lands of a lower degree 
of fertility or in a more remote situation, night indeed be cultivated by 
their proprietors, for the sake of subsistence or independence; but it 
never could be the interest of anyone to farm them for profit. That 
a profit can be made from them, sufficient to attract capital to such 
an investment, is a proof that cultivation on the more eligible lands has 
reached a point, beyond which any greater application of labour and 
capital would yield, at the best, no greater return than can be obtained 
at the same expense from Jess fertile or Jess favourably situated lands. 

The careful cultivation of a well-farmed district of England or Scotland 
is a symptom and an effect of jhe more unfavourable terms which the 
land has begun to exact for any increase of its fruits. Such elaborate 
cultivation costs much more in proportion, and requirés a higher price to 
render it profitable, than farming on a more superficial system ; and 
would not be adopted if access could be had to land of equal fertility, 
previously unoccupied. Where there is the choice of raising the incieas- 
ing supply which society requires, from fresh land of as good quality as 
that already cultivated, no attempt is made to extract from land anything 
approaching to what it will yield on what are esteemed the best European 
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modes of cultivating.. The land is tasked up to the point at which the 
greatest return is obtained in proportion to the labour employed, but no 
further : any additional labour 1s cariied elsewhere. ‘It 1s long, says one 
of the latest travelleis in the United States,* ‘before an English eye - 
becomes reconciled to the lightuess of the crops and the carcless farming 
(as we should call it) which 1s apparent One forgets that where land 1s 
so plentiful and labour so dear as it 1s here, a totally different principle 
must be pulsued to that which prevails in populous countries, and that 
the consequence will of course be a want of tidiness, as it were, and 
finish, about everything which requires Jabou.’ Of the two causes men- 
tioned, the plentifulness of land scems to me the true explanation, rather 
than the deainess of labour ; for, however dear labour may be, when food 
is wanted, iabour will always be applied to producing it in preference to 
anything else. But this labour is more effective for its end by being 
applied to fresh soil, than 1f 1t were employed in biinging the soil already 
occupied into higher cultwwation. Only when no soils :emain to be broken 
up but such as either from distance or inferior quality require a consider- 
able rise of price to render their cultivation profitable, can it become 
advantageous to apply the high farming of Europe to any American 
lands : except, perhaps, in the immediate vicinity of towns, where saving 
in cost of c.amage may compensate for gicat inferlority m the retuin 
fiom the soil itself. As Ameiican farmimg 1s to English, so 1s the 
ordinary English to that of Flanders, Tuscany, or the Tcrra di Lavoro: 
where by the application of a far greater quantity of labour there is ob- 
tained a considerable larger yross produce, but on such terms as would 
never be advantageous to a mete speculator for piofit, unless made so by 
much higher prices of agricultural produce 

The piuncple which has now been stated must be received, no doubt, 
with ceitain explanations and hmuitations Even after the land 1s so 
highly cultivated that the mere application of additional labour, or of an 
additional amount of ordinary dressing, would yield no 1eturn pro- 
poitioned to the expense, it may still happen that the application of a 
much gicater additional labour and capital to improving the soil itself, 
by draining or permanent manuies, would be as hberally remunciated by 
the produce, as any portion of the labour and capital alieady employed. 
It would sometimes be much more amply remunerated This could not 
be, 1f capital aluays souvht and found the most advantageous employ- 
ment; but if the most advantageous employment has to wait longest for 
its remuneration, it 1s only im a rather advanced stage of industrial 
development that the preference will be given to it; and even in that 
advanced stage, the laws or usages connected with property in land and 
the tenure of farms, are often such as to prevent the disposable capital of 
the country fiom flowing fieely into the channel of agricultural mmprove- 
ment: and hence the increased supply, requned by incieasing population, 
is sometimes raised at an augmenting cost by higher cultivation, when the 
means of produeing it without incicase of cost are known and accessible. 
There can be no doubt, that if capital were forthcoming to execute, within 
the next year, all known and recognised improvements im the land in the 
Un.ted Kingdom which would pay (as the phrase 1s) at the existing 
prices, that 1s, which would increase the produce in as great or a greater 


* Letters from America, by John Robert Godley, vol. isp. 42. See also Lyell’s 
Travels in America, vol. ii. p. 83. 
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ratio than the expertise ; the result would be such (especially if we include 
lreland in the supposition) that mferior land would not for a long time 
require to be brought under tillage: probably a considerable part of the 
less productive lands now cultivated, which are not particularly favoured 
by situation, would go out of culture ; or (as the improvements in question 
are not so much applicable to good land, but operate rather by convert- 
ing bad land into good) the contiaction of cultivation might principally take 
place by a less hizh dressing and less elaborate tilling of land genetally ; 
a falling bick to somethine near the character of American farming ; such 
only of the poor lands being altogetherrabandoned as were not found 
susceptible of improvement And thus the aggregate produce of the 
whole cultivated land would bear a larger proportion than before to the 
labour expended on it, and the general law of diminishing return from 
land would have undeigone, to that extent, a temporary supersession. 
No one, however, can suppose that even in these circumstances, the whole 
produce required for the country could be 1aised eaclusiv ely from the best 
lands, together with those possessing advantages of situation to place them 
on a par with the best. Much would undoubtedly continue to be pro- 
duced unde: less advantageous conditions, and with a smaller proportional 
retuin, than that obtamed fiom the best soils and situations. And in 
propoition as the further increase of population 1equired a still gicater 
addition to the supply, the geneial law would resume its course, and 
the further augmentation would be obtained at a more than proportionate 
expense of labour and capital. 

§ 3. That the produce of land increases, ceteris faiibus, in a diminish- 
ing 1atio to the increase in the labour employed, 1s, as we have said, 
(allowing for occasional and temporary exceptions,) the universal law of 
agricultural industry. ‘This piinciple, however, has been denied, and 
experience confidently appealed to, in pioof that the retuins from land 
are not less, but greater, in an advanced, than in an early, stage of culti- 
vation—when much capital, than when hittle, 1s applhed to agriculture. 
So much so, indeed, that “at 1s affirmed) the worst land now in cultivation 
produces as much food per acre, and even as much to a given amount of 
Jabour, as our ancestors contiived to extiact fiom the richest soils in 
England. 

It 1s very possible that this may be tiue, and even if not true to the 
letter, to a great extent it certunly isso. Unquestionably a much 
smaller proportion of the population is now occupied in producing food 
for the whole, than in the early times of our history. ‘This, however, does 
not prove that the law of which we have been speaking does not enist, 
but only that there 1s some antagonizing principle at work, capable for a 
time of making head against the law. Such an agency there is, in 
habitual antagonism to the law of diminishing return from land; and to 
the consideration of this we shall now proceed. It 1s ro other than the 
progress of civilivation. I use this general and somewhat vague 
expression, because the things to be included are so various, that 
hardly any term cf a more restricted signification would comprehend 
them all. 

Of these, the most obvious is the progress of agricultuial knowledye, 
skill, and invention. Improved processes of agriculture are of two kinds : 
some enable the land to yield a greater absolute produce, without an 
equivalent increase of labour ; others have not the power of increasing the 
produce, but have that of diminishing the labour and expense by which 
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it is obtained. Among the first are to be reckoned the disuse of fallows, 
by means of the rotation of crops ; and the introduction of new articles of 
cultivation capable of ente1ing advantageously into the 1otation. The 
change made in British agriculture towards the close of the last century, 
by the introduction of turnip husbandry, 1s spoken of as amounting to a 
revolution These improvements operate not only by enabling the land 
to produce a croj) every yeu, instead of remaining idle one yeal in every 
two or three, to renovate its powers, but also by direct increase of 1s 
productiveness 3 since the great addition made to the number of cattle by 
the increase of their food, affords r€o1e abundant manure to fertilize the 
corn Jands. Nest in order comes the introduction of new articles of food, 
containing a greater amount of sustenance, like the potato, or mole 
productive species or varieties of the same plant, such as the Swedish 
turmp. In the same class of improvements must be placed a better 
knowledge of the propeities of manuies, and of the most effectual modes 
of applying them ; the introduction of new and more powerful fertilhzing 
agents, such as guano, and the conversion to the same purpose of 
substances previously wasted , inventions hke subsoil ploughing or tile 
draining, by which the produce of some kinds of lands 1s so greatly 
multiphed ; 1nprovements in the breed or feeding of labouring cattle ; 
augmented stock of the animals which consume and convert into human 
food what would otherwise be wasted , and the hhe ‘Ihe other soit of 
Improvements, those which dimmmsh labour, but without increasing the 
capacity of the land to produce, are such as the improved construction of 
tools , the introduction of new instruments which spare manual labour, as 
the winnowing and thrashing machines; a more shilful and economical 
application of muscular exertion, such as the introduction, so slowly 
accomplished in England, of Scotch ploughing, with two horses abreast 
and one man, instead of three o1 four horses in a team, and two men, ete. 
These improvements do not add to the productivencss of the land, but 
they are equally calculated with the forme: to counteract the tendency in 
the cost of production of agricultural produce to rise with the progress of 
population and demand. 

Analogous in effect to this second class of agiicultural improvements, 
are mmproved means of communication Good roads are equivalent to 
good tools” It 1s of no consequence whether the economy of labour takes 
place in extracting the produce from the soil, or in conveying it to the 
place whee it 1s to be consumed = Noi to say 1n addition, that the labour 
of culuvation itself.1s diminished by whatever lessens the cost of bringing 
manure from a distance, or facilitates the many operations of transport 
from place to place which occur within the bounds of the farm. Railways 
and canals are virtually a diminution of the cost of production of all 
things sent to market by them; and literally so of all those, the appl:- 
ances and aids for yyoducing which, they serve to transmit. By their 
means land can be cultivated, which would not otherwise have remune- 
rated the cultivatorg without a rise of price. Improvements in navigation 
have, with respect to food or matenals biought fiom beyond sea, a 
corresponding effect. 

_ Fiom similar considerations, it appears that many purely mechanical 
improvements, which have (apparently at least) no peculiar connesion 
with agriculture, nevertheless enable a given amount of food to be 
obtained with a smaller expenditure of labour A great 1mplovement in 
the process of smelting iron, would tend to cheapen agricultuial imple- 
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ments, diminish the cost of railroads, of waggons and carts, ships, and 
perhaps buildings, and many other things to which iron 1s not at present 
applied, because it is too costly ; and would thence diminish the cost of 
production of the food. The same effect would follow from any improve- 
ment in those processes of what may be termed manufacture, to which 
the material of food 1s subjected after it 1s separated from the yround. 
The first apphcation of wind or water power to grind coin, tended to 
cheapen bread as much as a very mnportant discovery in agriculture 
would have done; and any gieat naprovement in the construction of 
corn-mills, would have, in proportion, a similar influence. The effects of 
cheapening Jocomotion have been aleady considered. Theie ate also 
engmeciing inventions which facilitate all great operations on the earths 
surface. An improvement in the art of taking levels is of importance to 
draining, not to mention canal and railway making. The fens of Holiand, 
and of some parts of England, are drained by pumps worked by the wind 
or by steam. Where works of irrigation, or where tanks or embankments 
aie necessary, mechanical skill is a great 1esource for cheapening 
production 

Those manufactuiing improvements which cannot be made instrumental 
to facilitate, in any of its stages, the actual production of food, and theie- 
fore do not help to counteract or retard the diminution of the proportional 
return to labour from the soil, have, however, another effect, which 1s 
practically equivalent. What they do not prevent, they yet, in some 
degree, compensate for. 

The materials of manufactuies bemg all drawn fiom the land, and 
many of them from agriculture, which supplies in particular the entire 
material of clothing ; the general law of production fiom the land, the law 
of dimimshing ictuin, must in the last resort be applicable to manu- 
facturing as well as to agricultural industry. As population increases, 
and the power of the land to yield increased produce 1s strained harder 
and harder, any additional supply of material, as well as of food, must be 
obtained by a more than proportionally increasing expenditure of labour. 
But the cost of the material forming generally a very small portion of the 
entire cost of the manufacture, the agricultural Jabour concerned in the 
production of manufactured goods is but a small fraction of the whole 
labour worked up in the commodity. All the rest of the labour tends 
constantly and strongly towards diminution, as the amount of production 
increases. Manufactures are vastly more susceptible than agriculture, of 
mechanical improvements, and contiivances for saving labour ; and it 
has already been secn how greatly the division of labour, and its skilful 
and economical distribution, depend upon the extent of the market, and 
upon the possibility of production in large masses In manufactures, 
accordingly, the causes tending to increase the productiveness of industry, 
preponderate greatly over the one cause which tends to dimmish it ; and 
the increase of production, called forth by the progress of souety, takes 
place, not at an increasing, but at a continually dimitiushing propoitional 
cost. ‘This fact has manifested itself in the progressive fall of the prices 
and values of almost every kind of manufactured goods during two 
centuries past ; a fall accelerated by the mechanical inventions of the last 
sixty or seventy years, and susceptible of being prolonged and extended 
beyond any limit which it would be safe to specify. 

Now it is quite corteivable that the efficiency of agricultural labour 
might be undergoing, with the increase of produce, a gradual diminution 5 
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that the price of food, if consequence, might be progressively 1ising, and 
an ever-growing propoition of the population might be needed to raise 
food fer the whole ; while yet the productive power of labour in all other 
branches of industry mght be so rapidly augmenting, that the required 
amount of labour could be spared from manufactures, and nevertheless a 
gieater produce be obtained, and the aggregate wants of the community 
be on the whole better supphed than before. The benefit might even 
extend to the poorest class. ‘The incieased cheapness of clothing and 
lodging might make up to them fogthe augmented cost of their food. 

There 1s, thus, no possible improvement in the arts of production 
which does not in one or another mode exercise an antagonist influence 
to the Jaw of diminishing 1eturn to agiicultural labour. Nor 1s it only 
industrial improvements which have this effect. Improvements in govern- 
ment, and almost every kind of moral and social advantage, opeiate in 
the same manner. Suppose a country in the condition of France before 
the Revolution : taxation imposed exclusively on the industrious classes, 
and on such a principle as to be an actual penalty on production ; and 
no rediess obtainable for any injury to propeity or person, when inflicted 
by people of rank or court influence. Was not the huircane which 
swept away this system of things, even if we look no further than to its 
effect in augmenting the productiveness of labour, equivalent to many 
industiial inventions? The removal of a fiscal burthen on agriculture, 
such as the tithe, has the same effect as if the labour necessary for 
obtaining the casting produce were suddenly reduced one-tenth The 
abolition of corn laws, or of any other 1estrictions which prevent com- 
moditics fiom being produced whete the cost of their production 1s 
lowest, amounts to a vast improvement in production. When fertile land 
previously reseived as hunting ground, or for any other purpose of 
amusement, is sct free for culture, the aggregate productiveness of agri- 
cultural industiy 1s increased It 1s well known what has been the efiect 
in England of badly administered poor laws, and the still worse effect in 
Ireland of a bad system of tenancy, in 1endering agricultural labour slack 
and ineffective. No improvements operate mole directly upon the pro- 
ductiveness of labour than those in the tenure of farms, and in the laws 
1elating to landed property The breaking up of entails, the cheapening 
of the transfer of property, and whatever else promotes the natual 
tendency of land, in asystem of freedom, to pass out of hands which can 
make little of 1t into those which can make more; the substitution of 
long leases for tenancy at will, and of any tolerable system of tenancy 
whatever for the wretched cottier system ; above all, the acquisition of a 
fined interest in the soil by the cultivators of it; all these things are as 
1eal, and some of them as great, improvements in production, as the 
invention of the spinning-jenny or the steam-engine. 

We may say the same of improvements in education. The intelligence 
of the workman 1s a most important element in the productiveness of 
labour. So low, in*some of the most civilized countries, 1s the picsent 
standard of that intelligence, that there is hardly any source from which 
& more indefinite amount of 1mpiovement may be looked for in produc- 
tive puwer, than by endowing with brains those who now have only 
hands. The ca efulness, economy, and general trustwoithiness of 
labourers are as important as their intellywence. Friendly relations, and 
a community of interest and feeling between laSourers and employers, 
are eminently so: 1 should 1ather say, would be ; for I know not where 
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any such sentiment of friendly alliance now exists. Nor is it only in the 
labouring class that 1mprovement of mind and character operates with 
beneficial effect even on industry. In the nch and idle classes, creased 
mental encigy, more solid instiuction, and stronger feelings of conscience, 
public spuit, or philanthropy, would qualify them to originate and pro- 
mote the most valuable improvements, both in the economical resources 
of then country, and in its stitutions and customs. To look no further 
than the most obvious phenomena ; éhe backwardness of French agit- 
culture m the precise points in which benefit might be expected from the 
influence of an educated class, 1s partly accounted for by the exclusive 
devotion of the ncher landed proprietors to town interests and town 
pleasuies There 1s scarcely any possible amelioration of human affairs 
which would not, among its other benefits, have a favourable operation, 
diect or indirect, upon the productivencss of industry. The intensity of 
devotion to industrial occupations would indeed in many cases be 
moderated by a mote liberal and genial mental culture, but the labour 
actually bestowed on those occupations would almost always be rendered 
more effective. 

Before pointing out the principal inferences to be drawn from the 
nature of the two antagonist forces by which the pioductiveness of agri- 
cultural industry 1s determined, we must observe that what we have said 
of agriculture 1s true, with little vaziation, of the other occupations which 
it represents; of all the arts which extract materials fiom the globe. 
Mining industry, for example, usually yields an increase of produce at a 
more than proportional increase of expense. It does worse, for even its 
customaly annual produce requires to be extracted by a greater and 
greater expenditure of labour and capital As a mine does not repro- 
duce the coal or the ore taken fiom it, not only are all mines at last 
exhausted, but even when they as yet show no signs of exhaustion, they 
must be worked at an ever increasing cost ; shafts must be sunk deeper, 
galleries diven farther, greater power applied to keep them cleai of 
water, the produce must be lifted from a greater depth, or conveyed a 
gieater distance. ‘The law of diminishing retuin applies theicfoie to 
mining, in a still more unqualified sense than to agiicultuie. but the 
antagonizing agency, that of impiovements in production, also applies in 
a still gicate: degice. Mining operations are mote susceptible of 
mechanical improvements than agricultural ; the first great application of 
the stcam-engine was to mining , and there are unlimited possibilities of 
improvement in the chemical processes by which the metals are eatracted. 
There 1s another contingency, of no unfrequent occurrence, which avails 
to counterbalance the progress of all existing mincs towards exhaustion ; 
this 1s, the discovery of new ones, equal or superior, in richness 

To iesume; all natural agents which are limited in quantity, are not 
only limited in their ultimate productive power, but, Jong before that 
power 1s stietched to the utmost, they yield to any Additional demands 
on progrcssively harder terms This law may, howevel, be suspended, or 
temporarily controlled, by whatever adds to the general power of man- 
kind over nature; and especially by any eatension of their knowledge, 
and their consequent cominand, of the properties and poweis of natural 
agents. 


CONSEQUENCES OF THE FOREGOING LAWS, 137 


CHAPTER XIII. 
CONSEQUENCES OF THE FOREGOING LAWS. 


§ 1. From the preceding exposition it appears that the limit to the 
increase of production 1s twofold: from deficiency of capital. or of Jand. 
Production comes to a pause, cither because the effective desire of ac- 
cumulation 1s not sufficient to give rise to any further inciease of capital, 
or because, however disposed the ossessors of surplus income may be to 
save a portion of it, the limited Jand at the disposal of the community 
does not permit additional capital to be employed with such a return, as 
would be an equivalent to them for their abstinence. 

In countries where the principle of accumulation 1s as weak as it is in 
the various nations of Asia; where people will neither save, nor work to 
obtain the means of saving, unless unde: the inducement of enormously 
high profits, nor even then if it 15 necessary to wait for a considerable time 
for them ; where either productions remain scanty, or drudgery gieat, be- 
cause there is neither capital forthcoming nor forethought sufficient for 
the adoption of the contrivances by which natural agents aie made to do 
the work of human labour ; the desideratum for such a country, economi- 
cally considered, 1s an increase of industry, and of the effective desie of 
accumulation. ‘The means are, fist, a better government. more com- 
plete security of propeity ; moderate taxes, and freedom fiom aibitiary 
exaction under the name of taxcs ; a more permanent and more advan- 
tageous tenure of land, securing to the cultivator as far as possible the 
undivided benefits of the industry, skill, and economy he may evxett. 
Secondly, improvement of the public intelligence; the decay of usages 
or supeistitions which interfere with the effective employment of industry ; 
and the growth of mental activity, making the people alive to new objects 
of desire. Thirdly, the introduction of foreign arts, which raise the returns 
derivable from additional capital to a rate corresponding to the low 
strength of the desue of accumulation: and the importation of foreign 
capital, which rendeis the inciease of production no longer exclusively 
dependent on the thrift or providence of the mhabitants themselves, 
while it places before them a stimulating example, and by instillmg new 
ideas and breaking the chains of habit, 1f not by improving the actual 
condition of the population, tends to create in them new wants, increased 
ambition, and greater thought for the future. These considcrations 
apply more o) less to all the Asiatic populations, and to the less 
civilized and industrious parts of Europe, as Russia, Hungary, Spain, 
and Ireland. 

§ 2. Lut there are other countnes, and England is at the head of them, 
in which neither theespuit of industry nor the effective desne of accumu- 
lation need any encowagement; where the people will toil hard for a 
small remuneratian, and save much for a small profit. where, although 
the general thriftiness of the Jabourng class is much below what 1s 
desirable, the spint of accumulation in the more prosperous part of 
the community requires abatement rather than increase. In_ these 
countries there would never be any deficiency of capital, 1f its increase 
were never checked nor brought to a stand by too gteat a diminution of 
its returns It is the tendency of the ictuins tog progressive diminution, 
which causes the increase of production to be often attended with a 
deterioration in the condition of the producers; and this tendency, 
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which would in time put an end to increase of piodact on altogether, 
is a result of the necessiry and inherent conditions of production from 
the land. 

In all counties which have passed a very early stage in the progiess of 
ayiicultuie, every incicase in the demand for food, occasioned by meieased 
population, will always, unless theie 1s a simultaneous improvement im 

roduction, diminish the share which gn a fair division would fall to cach 
individual. An increased production, in default of unoccupied tracts of 
fertile land, or of fresh improvements tending to cheapen commodities, 
can never be obtained but by increasing the labour in more than the same 
proportion. The population must either work harder, or eat less, or 
obtain their usual food by sacrificing a part of their other customary 
comforts. Whenever this necessity 1s postponed, it is because the 1m- 
provements which facilitate production continue progiessive ; because the 
contrivances of mankind for making their labour more effective keep up 
an equal struggle with nature, and extort fresh resources from her re- 
luctant powers as fast as human necessities occupy and engross the old. 

From this, results the important couollary, that the necessity of 
restraining population is not, as many persons believe, peculiar to a con- 
dition of great inequality of property. A greater number of people cannot, 
in any given state of civilization, be collectively so well provided for as a 
smaller. The niggardliness of nature, not the injustice of society, are the 
cause of the penalty attached to over-population. An unjust distribution 
of wealth does not even aggravate the, evil, but, at most, causes it to be 
somewhat earlicr felt. It 1s in vain to say, that all mouths which the 
increase of mankind calls into existence bring with them hands. The 
new mouths require as much food as the old ones, and the hands do not 
produce as much If all instruments of production were held in joint 
property by the whole pcople, and the produce divided with perfect 
eqv ity among them, and if in a society thus constituted, industry were 
as encrgctic and the produce as ample as at piesent, there would be 
enough to make all the existing population extremely comfortable ; but 
when that population had doubled itsclf, as, with the existing habits of 
the people, under such an encouragement, It undoubtedly would, in little 
more than twenty years, what would then be their condition? Unless the 
arts of production were in the same time improved in so unexampled a 
degree as to double the productive power of labour— the inferior soils 
which must be resorted to, and the more laborious and scantily remunera- 
tive cultivation which must be employed on the superior soils, to procure 
food for so much larger a population, would, by an insuperable necessity, 
render every individual in the community poorer than before. If the 
population continued to increase at the sume ratc, a time would soon 
arrive when no one would have more than meie necessaries, and, soon 
after,a time when no one would have a sufliciency of those, and the 
further increase of population would be arrested by death. 

Whether, at the present or any other time, the produce of industry, pro- 
portionally to the labour employed, is incieasing or diminishing, and the 
aveiage condition of the people improving or deteriorating, depends upon 
whether population is advancing faster than improvement, or improve- 
ment than population. After a degrce of density has been attained, 
sufficient to allow the principal benefits of combination of labour, all 
further increase tends in itself to mischief, so far as regards the average 
condition of the people ; but the progress of improvement has a counter- 


CONSEQUENCES OF THE FOREGOING LAWS, 139 


acting operation, and allows of increased numbers without any deteriora- 
tion, and even consistently with a higher average of comfort. Improvement 
must here be understood in a wide sense, including not only new industrial 
inventions, or an extended use of those already known, but improvements 
In institutions, education, opinions, and human affairs gencrally, provided 
they tend, as almost all improvements do, to give new motives or new 
facilities to production. If the productive powers of the country increase 
as rapidly as advancing numbers c@ll for an augmentation of produce, it 
is not necessary to obtain that augmentation by the cultivation of souls 
more stenle than the worst already under cultuie, or by applying 
additional Jabour to the old soils at a diminished advantage; or at all 
events tlis loss of power 1s compensated by the increased efficiency with 
which, in the progress of improvement, labour is employed in manufac- 
tures. In one way or the other, the increased population 1s provided for, 
and all are as well off as before. But if the growth of human power over 
nature 1s suspended or slackened, and population does not slacken its 
increase ; 1f, with only the existing command over natural agencies, those 
agencics are called upon for an increased produce ; that greater produce 
will not be afforded to the increased population, without either demanding 
on the avelage a greater effort from each, or on the average reducing 
each to a smaller ration out of the aggregate produce. 

Asa matter of fact, at some periods the progress of population has been 
the most rapid of the two, at others that of improvement. In England 
during a long inteival preceding the French Revolution, population 
increased slowly; but the progress of improvement, at least in agti- 
culture, would seem to have been still slower, since although nothing 
occuried to lewer the value of the precious metals, the price of corn rose 
considerably, and England, from an exporting, became an importing 
country. ‘This evidence, however, 1s not quite conclusive, masmuch as 
the extraordinary number of abundant seasons dung the first half of the 
century, not continuing during the last, was a cause of incicased price in 
the hitter period, extunsic to the ordinary progress of society. Whether 
dung the same perod improvements in manufactures, or diminished 
cost of imported commodities, made amends for the dimiuished pro- 
ductiveness of Jabour on the land, is uncertain But ever since the great 
mechanical imventions of Watt, Arkwright, and their cotemporaries, the 
retuin to labour has probably mcreased as fast as the population; and 
would even have outstripped it, 1f that very augmentation of return had 
not called forth an additional portion of the inherent power of multiplica- 
tion in the human species. During the fifteen or twenty years last 
elapsed, so rapid has been the extension of improved processes of agni- 
culture, that even the land yiclds a greater produce in proportion to the 
labour employed ; the average price of corn is decidedly lower, and the 
country, in ordinagy yea:s, more nearly feeds its own population without 
foreign aid than it did in 1828. But though improvement may during a 
certain space of time keep up with, or even surpass, the actual increase of 
population, it assuredly never comes up to the rate of increase of which 
population is capable + and nothing could have prevented a general 
deterioration in the condition of the human race, were it not that 
population has in fact been restrained. Had it becn restrained still more, 
and the same improvements taken place, there Would have been a larger 
dividend than there now is, for the nation or the species at large. The 
new graund wrung from nature by the improvements would not have 
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been all used up in the support of mere numbers. Though the gross 
produce would not have been so great, there would have been a greater 
produce per head of the population. 

§ 3. When the growth of numbers outstrips the progress of improve- 
ment, and a country 1s driven to obtain the means of subsistence on terms 
moie and more unfay ourable, by the ability of its land to meet additional 
demands except on more onerous conditions ; there are two expedients 
by which it may hope to mitigate that disagreeable necessity, even though 
no change should take place in the habits of the people with respect to 
their rate of inciease One of these e,pedients 1s the importation of food 
fiom abroad. The other 1s emigration. 

The admission of cheape: food from a foreign country, is equivalent to 
an agricultural invention by which food could be raised at a similarly 
diminished cost at home. It equally increases the productive power of 
labour. The return was, before, so much food for so much labour 
employed in the growth of food. the return is now, a greater quantity of 
food, for the same labour employed in producing cottons or haidwate, or 
some other commodity to be given fn eachange for food The one 1m- 
provement, lke the other, throws back the decline of the productive 
power of labour by a certain distance but in the one case as in the 
other, 1t immediately resumes its course, the tide which has receded, 
instantly begins to re-advance. It might seem, indeed, that when a 
country diaws its supply of food fiom so wide a surface as the whole 
habitable globe, so little impiesston can be produced on that great 
expanse by any increase of mouths in one small corner of it, that the 
inhabitants of the country may double and treble their numbers, without 
feeling the effect in any increased tension of the springs of production, or 
any enhancement of the price of food throughout the wold. But in this 
calculation several things are overlooked. 

In the first place, the foreign regions from which corn can be imported 
do not comprise the whole globe, but those parts of 1t almost alone, which 
are in the immediate neighbourhood of coasts or navigable rivers. ‘The 
coast 1s the part of most countiics which 1s earliest and most thickly 
peopled, and has celdom any food to spate. The chief source of supply, 
therefore, 1s the strip of country along the banks of some navigable river, 
as the Nile, the Vistula, or the Mississipp: ; and of such there is not, in 
the productive regions of the earth, so pieat a multitude, as to suffice 
during an indefimte time for a rapidly growing demand, without an 
increasing strain on the productive powers of the soil. To obtain auxihary 
supplies of corn from the interior in any abundance, would, in the existing 
state of the communications, be hopeless By improved 1oads, and 
ultimately by canals and railways, the obstacle will be so 1cduced as not 
to be insuperable but this 1s a slow progress , in all the food-exporting 
countries except America, a very slow progress ; and one which cannot 
keep pace with population, unless the increase of the last 1s very effectually 
restrained. 

In the next place, even if the supply were drawn from the whole 
instead of a small part of the surface of the exporting countries, the 
quantity of food would still be limited, which could be obtamed from them 
without an increase of the proportional cost. The countries which export 
food may be divided into two classes ; those in which the effective desire 
of accumulation is strong, and those in which it is weak. In Austraba 
and the United States of America the effective desire of accumulation js 
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strong ; capital increases fast, and the production of food might be very 
rapidly extended. But in such countries population also incieases with 
extraordinary rapidity. Their agriculture has to provide for their own 
expanding numbers, as well as for those of the importing countrics ‘They 
must therefore, from the nature of the case, be rapidly driven, if not to 
less fertile, at least, what is equivalent, to 1emoter and less accessible 
lands, and to modes of cultiva@un like those of old countries, less pro- 
ductive in proportion to the labour and expense. 

But the countries which have at the same time cheap food and great 
industrial prosperity are few, being only those in which the aits of civilized 
life have been transferred full grown to a nch and uncultivated soil. 
Among old countries, those which are able to export food, are able only 
because their industry 1s 1n a very backward state ; because capital, and 
hence population, have never increased sufficiently to make food 11se toa 
higher price. Such countries are Russia, Poland,and Hungary. In those 
rcpions the effective desire of accumulation is weak, the arts of production 
most imperfect, capital scanty, and its increase, especially fiom domestic 
sources, slow. When an increased demand arose for food to be exported 
to England, it would only be very gradually that food could be produced 
to meet it. The capital needed could not be obtained by transfer from 
other employments, for such do not exist The cottons or hardware 
which would be recetyed from England in exchange for corn, the 
Russians and Poles do not now produce in the country . they go without 
them. Something might 1n time be expected from the increased exertions 
to which producers would be stimulated by the market opened for their 
produce ; but to such increase of exertion, the imstitutions of countries 
whose agricultural population consists of seifs are the 1everse of favour- 
able, and even in this age of movement these institutions do not rapidly 
change. If a greater outlay of capital is relied on as the souice from 
which the produce 1s to be incieased, the means must cither be obtained 
by the slow process of saving, under the impulse given by new com- 
modities and more extended intercourse (and in that case the population 
would most hkely increase as fast), or must be biought in fiom foreign 
countries. If England is to obtain a rapidly incieasing supply of corn 
from Russia or Poland, English capital must go there to produce it. 
This, however, 1s attended with so many difficulties, as are equivalent to 
great positive disadvantages. It 1s opposed by difference of language, 
differences of manners, and a thousand obstacles artsing from the institu- 
tions and social relations of the country : and after all it would inevitably 
so stimulate population on the spot, that neatly all the inciease of food 
produced by its mgans would be consumed without leaving the country : 
so that if it were not the almost only mode of intioducing foreign arts and 
ideas, and giving an effectual spur to the backward civilization of those 
countries, little fehance could be placed on it for increasing the exports, 
and supplying other countiies with a progressive and indefinite inciease 
of food. But to improve the civilization of a country 15 a slow process, 
and gives time for so great an increase of population both in the country 
itself, and in those supplied from it, that its effect in keeping down the 
piice of food against the increase of demand, 1s not likely to be more 
decisive on the scale of all Europe, than on the smaller one of a particular 
nation, 

_ The law, therefore, of diminishing return to industry whenever popula- 
tion makes a more rapid progress than improvement, is not solely applice 
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able to countries which are fed from their own soil, but in substance 
applies quite as much to those which are willing to draw their food from 
any accessible quarter that can afford it cheapest. If, indeed, the release 
of the corn trade from restriction had produced, or should still produce, a 
sudden cheapening of food, this, like any other sudden improvement in 
the arts of life, would throw the natural tendency of affairs a stage or two 
further back, but without at all altering its course, There would be more 
for everybody in the first instance ; but his wore, would begin immcedt- 
ately and continue always to grow less, so long as population went on 
increasing, uniccompanied by other events of a countervailing tendency. 

Whether the repeal of the corn laws 1s likely, even temporanily, to give 
any considerable increase of maigin for population to fill up, it would be 
premature as yct to attempt to decide. All the elements of the question 
have been thrown into temporary disorder by the consequences of bad 
harvests and of the potato failure. But as far as can be fotescen, there 
seems little reason to expect an importation of the customary articles of 
food either so great in itself, or capable of such rapid increase, as to inter- 
fere much with the operation of the general law. One contingency indecd 
there 13, connected with freedom of importation, which may produce 
temporary effects greater than were ever contemplated either by the 
bitterest cnemies or the most ardent adherents of free trade in food. 
Maize, or Indian corn, 1s a product capable of being supplied in quantity 
sufficient to feed the whole country, at a cost, allowing for difference of 
nutritive quality, cheaper even than the potato. If maize should ever 
substitute itself for wheat as the staple food of the poor, the productive 
power of labour in obtaming food would be so enormously increased, and 
the expense of maintaining a family so diminished, that 1t would requne 
perhaps some gcnerations for population, even if it started forward at an 
American pace, to overtake this great accession to the facilities of its 
support. 

§ 4. Besides the importation of corn, there 1s another resource, which 
can be invoked by a nation whose incteasing numbers press hard, not 
against their capital, but azainst the productive capacity of their land. I 
mean Emigration, especially in the form of Colonization, Of this remedy 
the efficacy as far as it goes 1s real, since it consists in seeking elsewhere 
those unoccupied tracts of fertile land, which if they eaisted at home 
would enable the demand of an increasing population to be met without 
any falling off in the productiveness of labour Accordingly, when the 
region to be colonized 1s near at hand, and the habits and tastes of the 
people sufficiently migratory, this remedy is completely effectual. The 
migration from the older parts of the American Confederation to the new 
territories, which is to all imtents and purposes colonization, is what 
enables population to go on unchecked throughout the Union without 
having yet diminished the return to industry or incrcased_the difficulty o 
earning a subsistence. If Australia or the interior of Canada wete ag 
near to Great Britain as Wisconsin and Iowa to New York ; if the super- 
fluous people could remove to it without crossing the sea, and were of as 
adventurous and restless a character, and as little addicted to staying at 
home as their kinsfolk of New England, those unpeopled continents would 
render the same service to the United Kingdom which the old states of 
America derive from the new. But, these things being as they are— 
although a judiciously conducted emigration is a most important resource 
for suddenly lightening the pressure of population by a single effort~ 
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there is no probability that even under the most enlightened arrangements 
a permanent stream of emigration could be kept up, sufficient to take off, 
as in Amenca, all that portion of the annual increase (when procecding at 
its greatest rapidity) which being in excess of the progress made during 
the same short period in the arts of |ife. tends to 1ender living more 
difficult for every averagcly-situated individual in the community. And 
unless this can be done, emigigtion cannot even temporaiily dispense 
with the necessity of checks to population Further than this we have not 
to speak of it in this place. The general subject of colonization asa 
practical question, its importance to this country, and the principles on 
which it should be conducted, will be discussed at some length in a 
subsequent portion of this treatise. 


BOOK J1— DISTRIBUTION, 


CHAPTER I. 
OF PROPERTY. 


§ 1. THE principles which have been set forth in the first part of this 
Treatise, are, in ceitain respects, strongly distinguished from those, on the 
consideration of which we are now about toenter. The laws and conditions 
of the production of wealth, partake of the character of physical truths. 
There is nothing optional, or arbitrary in them. Whatever mankind pro- 
duce, must be produced in the modes, and under the conditions, imposed 
by the constitution of external things, and by the inherent properties of 
their own bodily and mental structure. Whether they hke it or not, their 
productions will be limited by the amount of their previous accumulation, 
and, that being given, it will be proportional to their energy, their skill, 
the perfection of their machinery, and their judicious use of the advantages 
of combined labour. Whether they hke it cr not, a double quantity 
of labour wyll not raise, on the same land, a double quantity of food, 
unless some improvement takes place in the processes of cultivation. 
Whether they hike it or not, the unproductive expenditure of individuals 
will pro ¢anfo tend to impoverish the community, and only their pro- 
ductive expenditure will eniich it The opinions, or the wishes, which 
may exist on these different matters, do not control the things themselves. 
We cannot, indeed, foresee to what extent the modes of production may 
be altered, or its powers increased, by future extensions of our knowledge 
of the laws of natflhe, suggesting new processes of industry of which we 
have at present no conception. But howsoever we may succeed in making 
for oursclves mé@re space within the limits set by the constitution of things, 
those lhmits exist; there are ultimate laws, which we did not make, 
which we cannot alter, and to which we can only conform. 

It is not so with the Distnbution of Wealth. That is a matter 
of human institution solely. The things once there, mankind, ine 
dividually or collectively, can do with them as they hke. They can 
place them at the disposal of whomsoever ghey please, and on what- 
ever terms. Further in the social state, in every state except tota; 
solitude, any disposal whatever of them can only take place hy the 
general consent of society. Even what a person has produced by his in- 
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dividual toil, unaided by any one, he cannot keep, unless it is the will of 
society that he should. Not only can society take it from lnm, but 
individuals could and would take it from him, if society only 1emained 
passive ; if it did not either interfere ez wrasse, or employ and pay people 
for the puipose of interfering, to prevent him from being disturbed in the 
possession The distribution of wealth, therefore, depends on the laws 
and customs of society. The rules by which it 1s determined, are what 
the opimions and feelings of the community make them, and are very 
different in different ages and countries ; and might be still more different, 
if mankind so chose. 

The opimons and feelings of mankind, doubtless, are not a matter 
of chance. They are consequences of the fundamental laws of human 
nature, and of the constitution of the planet which we inhabit, modified by 
local or special peculiarities. But the laws of the generation of human 
opinions are not within our present subject. They are part of the 
general theory of human progress, a far laiger and more difficult subject 
of inquiry than political economy. We have here to consider, not 
the causes, but the consequences, of the 1ules according to which wealth 
may be distributed. ‘Lhose, at least, are as httle arbitrary, and have as 
much the character of physical laws, as the laws of production. Human 
beings can control their own acts, but not the consequences of their acts, 
even on their own minds. Society can subject the distribution of wealth 
to whatever rules it thinks best; but what practical results shall flow 
from the operation of those rules, society cannot choose, but must be con- 
tent to Jearn. 

We proceed, then, to the consideration of the different modes of 
disturbuting the produce of land and Jabour, which have been adopted 
In practice, or may be conceived in theory. Among these, our attention 1s 
first claimed by that primary and fundamental institution, on which, 
unless in some exceptional and very limited cases, the economical arrange- 
ments of society have always rested, although in its secondary features 
it has varied, and 1s hable to vary. I mean, of course, the institution of 
individual property. 

§ 2 Luiivate property, as an institution, did not owe its ongin to any of 
those considerations of utility, which plead for the maintenance of it when 
established Enough 1s known of rude ages, both from history and from 
analogous states of society in our own time, to show, that tnbunals 
(which always precede laws) were originally estabhshed, not to determine 
rights, but to repress violence and terminate quarrels. Wath this object 
chiefly in view, they naturally enough gave legal effect to first occupancy, 
by treating as the aggressor the person who first commenced violence, by 
turning, or attempting to turn, another out of possession. The pre- 
servation of the peace, which was the o1iginal object of civil government, 
was thus attained ; while by confirming, to those who already possessed 
it, even what was not the fruit of personal exertion, a guarantee was 
incidentally given to them and others that they would be protected in what 
was So. 

In considering the institution of property as a question in social 
philosophy, we must leave out of consideration its actual origin in any of 
the existing nations of Europe, and we may suppose a community un- 
hampered by any previous wossession ; a body of colonists, occupying for 
the first trme an uninhabited country ; bringing nothing with them but 
what belonged to them in common, and having a clear field for the 
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adoption of the institutions and polity which they judged most expedient : 
free, therefore, to choose whether they would conduct the work of produc- 
tion on the principle of individual property, or on some system of common 
ownership and collective agency. 

If private property were adopted, we must presume that it would be 
accompanied by none of the initial inequalities and injustices which 
obstruct the beneficial operation of the principle in old societies. Every 
full-grown man or woman, we mu$t suppose, would be secured in the 
unfettered use and disposal of his or her bodily and mental faculties ; and 
the instruments of production, the land and tools, would be divided fairly 
among them, so that all might start, in respect to outward appliances, on 
equal terms. It1s even possible to conceive that in this onginal apportion- 
ment, compensation might be made for the injuries of nature, and the 
balance redressed by assigning to the less robust members of the 
community advantages in the distribution, sufficient to put them on a par 
with the rest. But the division, once made, would not again be interfered 
with ; individuals would be left to their own exertions and to the ordinary 
chances, for making an advantageous use of what was assigned to them. 
If individual property, on the contiary, were excluded, the plan which 
must be adopted would be to hold the land and all instruments of pro- 
duction as the joint propetty of the community, and to carry on the 
operations of industry on the common account. The direction of the 
labour of the community would devolve upon a magistrate or magistrates, 
whom we may suppose elected by the suffrages of the community, and 
whom we must assume to be voluntanly obeyed bythem. The division of 
the produce would in like manner be a public act. The principle might 
either be that of complete equality, or of apportionment to the necessities 
or deserts of individuals, in whatever manner might be conformable to the 
ideas of justice or policy prevailing in the community. 

Examples of such associations, on a small scale, are the monastic 
orders, the Moravians, the followers of Rapp, and others ; and from the 
plausible remedy which they hold out for the miseries and iniquities of a 
state of much inequality of wealth, schemes for a larger application of the 
same idea have reappeared and become popular at all periods of active 
speculation on the first principles of society. In an age like the present, 
when a gencral reconsideration of all first principles 1s felt to be inevitable, 
and when for the first time in history the most suffering portions of the 
community have a voice in the discussion, 1t was impossible but that 
ideas of this nature should spread far and wide. The late revolutions in 
Europe have thrown up a great amount of speculation of this character, 
and an unusual share of attention has consequently been drawn to the 
various forms which these ideas have assumed. ‘Lhis atttention 1s not 
likely to diminish ; attacks on the institution of property being, in the 
existing state of human intellect, a natural expression of the discontent of 
all those classes on whom, in whatever manner, the present constitution 
of society bears hardly : and it 1s a safe prediction that unless the progress 
of the human mind can be checked, such speculations will never cease, 
until the laws of property are freed from whatever portion of injustice 
they contain, and until whatever is well grounded in the opimions, and 
legitimate in the aims of its assailants, 1s adopted gnto the framework of 
society. 

_ The assailants of the principle of individual property may be divided 
into two classes; those whose scheme implies absolute equality in the 
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distribution of the physical means of life and enjoyment, and those who 
admit inequality, but grourded on some piinciple, or supposed principle, 
of justice or general expediency, and not, hke so many of the existing 
social equalities, dependent on accident alone. At the head of the first 
class, as the carlest in date of those belonging to the present generation, 
must be placed Mr. Owen and his followers MM. Louis Blanc and M. 
Cabet have more 1ecently become,conspicuots as apostles of similar 
doctrines (though the former advocates equahty of distmbution only as a 
transition to a still higher standard of abstiact justice, that all should 
woik accoiding to their capacity, and receive according to their wants). 
The characteristic name for this economical system 1s Communism, a 
word of Continental origin, only of Jate introduced into this country. ‘The 
word Socialism, which onginated among the English Communists, and 
was assumed by them as a name to designate their own doctrine, is now, 
on the Continent, employed in a larger sense , not necessaily implying 
Communism, or the entire abolition of piivate property, but applied to 
any system which requires that the land and the instiuments of production 
should be the property, not of individuals, but of communities or associa- 
tions. or of the government. Among such systems, the two of highest 
intellectual pretension are those which, fiom the names of their real or 
imputed authors, have heen called St. Simonism and Fouriertsm : the 
former, defunct as a system, but which, during the few years of its public 
promulgation, sowed the seeds of newly all the Socialist tendencies which 
have since spiead so widely in France. the second, now flouishing in 
the number, talent, and zeal of its adherents. 

§ 3 It would be too much to affiim that communities constituted on 
any of these principles could not permanently subsist. That a country of 
any laige extent could be formed into a single * Co-operative Society,’ is 
indeed not easily conceivable. The nearest approach to it ever realized 
seems to have been the government of Peru under the Incas, a despotism 
held together by a supeistition ; not likely to be erected into a type for 
modern aspirations, although it appeared mild and beneficent to those 
who contrasted it with the i1on rule which took its place.* But a country 
might be covered with small Socialist communities, and these might have 
a Congress to manage their jomt concerns. ‘The scheme 1s not what is 
commonly meant by impracticable Supposing that the soil and climate 
were tolerably propitious, and that the several communities, possessing 
the means of all necessary production within themselves, had not to 
contend in the general markets of the woild against the competition of 
societies founded on private property, I doubt not that by a very npid 
system of repressing population, they might be able to live and hold 
together, without positive discomfoit This would be a considerable im- 
provement, so fur as the great majoiity are concerned, over those existing 
states of society in which no restraint at all is placed on population, or in 
which the restraint 1s very inadequate. 

The objection ordinanly made to a system of community of property 
and equal distuibution of the produce, that cach person would be in- 
cessantly occupied in evading Ins fair shaie of the work, 1s, 1 think, in 
general considerably overstated, There is a kind of work, hitherto more 
indispensable than mest others, that of fighting, which is never conducted 
on any other than the co-operative system ; and neither in a rude nor in 


* See Prescott’s [listers of the Conquest of Peru, 
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a civilized society has the supposed difficulty been experienced. Educa- 
tion and the current of opinion having adapted themselves to the 
exigency, the sense of honour and the fear of shame have as yet been 
found to operate with sufficient strength ; and common sentiment has 
sanctioned the enforcement by adequate penaitics, upon those not 
sufficiently influenced by other motives, of rules of discipline certainly not 
deficient in 1igidity. The same sanctions would not fail to attach them- 
selves to the operations of industry? and to secure, as indeed they are 
found to do in the Moravian and similar establishments, a tolerable 
adherence to the prescribed standaid of duty. The deficiency would be 
of motives to excced that mmimum standard. In war, the question hes 
between gicat success and great failuie, between losing a battle and 
gaining it, perhaps betwcen being slaves and conquerors ; and the cir- 
cumstances of the case are stirring and stimulating to the feclings and 
faculties The common opcrations of industry are the reverse of stirring 
and stimulating, and the only duect result of extra exertion would be 
a trifling addition to the common stock shared out among the mass. 
Mankind are capable of a far greater amount of public spuit than the 
present age 1s accustomed to suppose possible. But if the question were 
that of taking a great deal of personal trouble to produce a very small and 
unconspicuous public benefit, the love of ease would preponderate. Those 
who made eatia exertions would expect and demand that the same thing 
should be requned from others and made a duty; and in the long run, 
little more work would be performed by any, than could be exacted from 
all. the linut to all nuksome labour would be the amount which the 
majority would consent to have made compulsory on themselves, But 
the majority, even in our present socicties, where the intensity of com- 
petition and the exclusive dependence of each on his own energies tend 
to give a morbid stiength to the industiial spit, are almost everywhere 
indolent and unambitious ; content with little, and unwilling to trouble 
themselves in order to make it more. The standaid of industrial duty 
would therefore be fixed exticmely low. ‘There are, no doubt, some kinds 
of useful exeition to which the stumulus would not be weakened 1n the 
same degree. Invention is one of these. Invention 1s 1n itself an agiee- 
able exercise of the faculties; and when applied successfully to the 
diminution of labour or the satisfaction of the physical wants of the 
community, it would in any society be a source of considerable éclut. 
But though to invent is a pleasant operation, to perfect an invention and 
render it practical 1s a dull and toilsome one; requiring also means and 
apphances which, tn a socicty so constructed, no one would possess of his 
own. The many and long-continued trials by which the object 1s at last 
attained, could only beemade by first persuading the majority that the 
scheme would be advantageous . and nught be broken off at the very 
time when the work approached completion, if the patience of the majority 
became exhausted. We might expect therefore that there would be 
many plojects conceived, and very few perfected; while, the projects 
being prosecuted, if at all, at the public expense and not at the pro- 
Jector’s, 1f there was any disposition to encourage them, the propor- 
tion of bad schemes to good would probably be even greater than at 
present. j 

It must be further observed, that the perfect equality contemplated in 
the theory of the scheme could not be really attaincd The produce 
might be divided equally, but how could the labour? There are many 
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kinds of work, and by what standard are they to be measured one. 
against another? Who 1s to yudge how much cotton spinning, or dis- 
tnibuting goods from the stores, or bricklaying, or chimney sweeping, Is 
equivalent to so much ploughing? In the existing system of industry 
these things do adjust themselves with some, though but a distant, 
approach to fairness. If one kind of work is harder or more disagreeable 
than another, or requires a longé practice, it is better paid, simply 
because there are fewer competitors for it; and an individual generally 
finds that he can carn most by doing the thing which he 1s fittest for. I 
admit that this self-adjusting machmery does not touch some of the 
grossest of the existing mequalities of remuneration, and 1n particular the 
unjust advantage possessed by almost the commonest mental over almost 
the hardest and most disagreeable bodily labour. Employments which 
require any kind of technical education, however simple, have hitherto 
been the subject of a real monopoly as against the mass. But as popular 
instruction advances, this monopoly is already becoming less complete, 
and every increase of prudence and foresight among the people encroaches 
upon it more and more On the Communist system the impossibility of 
making the adjustment between different qualities of labour 1s so strongly 
felt, that the advocates of the scheme usually find it necessary to provide 
that all should work by turns at every desciiption of useful labour ; an 
arrangement which, by putting an end to the division of employments, 
would sacrifice the principal advantage which co-opelative production 
possesses, and would probably reduce the amount of production still 
lower than in our supposition. And after all, the nominal equality of 
Jabour would be so great a real inequality, that justice would revolt 
against its being enforced. All persons are not equally fit for all labour ; 
and the same quantity of labour 1s an unequal burthen on the weak and 
the strong, the hardy and the delicate, the quick and slow, the dull and 
the intelligent. 

Assuming, however, all the success which is claimed for this state of 
socicty by its partisans, it remains to be considered how much would be 
really gained for mankind, and whether the form that would be given to 
life, and the character which would be impressed on human nature, would 
be such as to satisfy any but a low estimate of the capabilities of the 
species. On the Communistic scheme, supposing it to be successful, 
there would be an end to all anxiety concerning the means of subsistence ; 
and this would be much gained for human happiness. ut it 1s perfectly 
possible to realize this same advantage in a society grounded on private 
property ; and to this point the tendencies of political speculation are 
rapidly converging. Supposing this attined, it 1g surcly a vast advantage 
on the side of the individual system, that it 1s compatible with a far 
greater degree of personal liberty The perfection af social arrangements 
would be to secure to all peisons complete independence and fieedom 
of action, subject to no restriction but that of not doing injury to others. 
The scheme which we are considering (at least as it 1s commonly 
understood) abrogates this fieedom entircly, and places every action of 
every member of the community under command. 

Communism, it is true, might exist without forcing the members of the 
community to live tégether, or controlling them in the disposal of their 
appointed rations, and of such leisure as might be left to them; but it is 
of the essence of the scheme, that the association, through its managing 
body, should have absolute power over every one of its members during 
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working hours, and that no one could choose either at what, or with 
whom, or generally in what method, he would work. Let us add, that the 
work would be devoid of all feeling of interest, except that which might 
be confeiicd on it bya principle of duty to the community. All the 
interest which it now derives from the hope of advancement, or of 
increased gain to the Jabouier himself, or to the objects of his private 
affections, would cease ; and it remains to be shown that any equally 
powerful source of excitement would be substituted for these, or that the 
feeling of duty, even if strong enough to ensure performance of the work, 
would have the power of rendering it agreeable. What was done, would 
probably be done as men do the things which are not done from choice 
but fiom necessity : and a life passed in the enforced observance of an 
external rule, and performance of a prescribed task, would sink into a 
monotonous routine. Lastly, the identity of education and pursuits would 
tend to impress on all the same unvarying type of character; to the 
destruction of that multrform development of human nature, those 
manifold unlikenesses, that diversity of tastes and talents, and variety 
of intellectual points of view, which not only form a great part of the 
interest of human Ife, but by biinging intellects into stimulating col- 
lision, and by presenting to each innumerable notions that he could 
not have conceived of himself, are the mainspiing of mental and moial 
plogiession. 

I am aware it may be said that the great majority of the species already 
suffer, in the existing state of society, all the disadvantages which I 
asciibe to the Communist system. The factory labourer has as mono 
tonous, indeed a more monotonous existence, than a member of an 
Owenite community; working a greater number of hours, and at the 
same dull occupation, without the alternation of employment which the 
Socialist scheme provides. ‘The gencrality of labourers, in this and 
most other counties, have as little choice of occupation or fieedom of 
locomotion, are practically as dependent on fixed rules and on the will of 
otheis, as they could be on any system short of actual slavery; to say 
nothing of the entire domestic subjection of one half the species, to whom 
itis the signal honour of Owenism and most other forms of Socialism 
that they assign equal 1ights, in all respects, with those of the hitherto 
dominant sex. Again, it may be said of almost all laboureis, on the 
plesent system, namely of all who work by the day, or for a fixed salary, 
that labouring for the gain of others, not for their own, they have no 
Interest in doing more than the smallest quantity of work which will pass 
as a fulfilment of the mere tems of their engagement. Pioduction, there- 
fore, it may be said, should be at least as mefficient on the present plan, 
as it would be fiom a Similar cause under the other. 

To take the last aigument first, 1t 1s true that, for the very reason 
assigned, namely, the insufficient interest which day-labourers have in 
the result of their labour, there 1s a natural tendency in such labour to 
be extremely inefficient: a tendency only to be overcome by vigilant 
superintendence on the part of persons who ave interested in the result. 
The ‘master’s eye’ 1s notoriously the only security to be relied on. If a 
delegated and hned superintendence 1s found effectual, it is when the 
superintendents themselves are well superimtended, and have a high 
salary and a privileged situation to lose on being found neglectful of 
their trust. Superintend them as you will, day-labourers are so much 
inferior to those who work by the piece, that the latter system is practised 


150 DISTRIBUTION, 


in all industrial occupations to which it is conveniently applicable. And 
yet it is by no means true that day-labourers, under the present arrange- ~ 
ments, have no inducements of pivate interest to energetic action. They 
have a strong inducement, that of gaining a chatacter as workmen, which 
may secure them a prefcrence in employment; and they have often a 
hope of promotion and of rising in the world, nor is that hope always 
disappointed. Where no such possibility 1s open to the labourmg classes, 
their condition is confessedly wrong; and demands a remedy. With 
respect to the other objections which I have anticipated, I freely admit 
them. 1 believe that the condition of the operatives in a well-regu- 
lated manufactory, with a great reduction of the hours of labour and 
a considerable variety of the kind of it, 1s very like what the condition of 
all would be in an Owenite community. Dut to maintain even this state, 
the limitation of the propagative powers of the community must be as 
much a matter of public regulation as everything clse ; since under the 
supposed ariangements prudential restraint would no longer exist. Now, 
if we suppose an equal degree of regulation to take place under the 
present system, either compulsorily, or, what would be so much prefer- 
able, voluntarily ; a condition at least equal to what the Communist 
system offers to all, would fall to the lot of the least foitunate, by the 
mere action of the competitive principle. Whatever of pecuniary means 
or freedom of action any one obtained beyond this, would be so much to 
to be counted in favour of the competitive system. It isan abuse of the 
principle of equality to demand that no individual be permitted to be 
better off than the rest, when his being so makes none of the others 
worse off than they otherwise would be. 

§ 4. These arguments against Communism are not applicable to St. 
Simonisin, a system of far higher intellectual pretensions than the former: 
constructed with yreater foresight of objections, and juster appreciation 
of them ; grounded on views of human nature much less hmuted, and the 
work allogether of larger and more accomphshed minds, by most of 
whom accordingly, what was erroneous in their theory has long ago been 
secn and abandoned. The St Simonian scheme does not contemplate 
an equal, but an unequal division of the produce; it docs not propose 
that all should be occupied alike, but differently, according to their voca- 
tion or capacity; the function of each being assigned, hke grades in a 
regiment, by the choice of the directing authority, and the 1emuneration 
being by salary, proportioned to the importance, in the eyes of that 
authority, of the function itself, and the merits of the person who fulfils it. 
For the constitution of the ruling body, different plans might be adopted, 
consistently with the essentials of the system. It might be appointed by 
popular suffrage. In the idea of the o1iginal aushors, the rulers were 
supposed to be persons of genius and virtue, who obtained the voluntary 
adhesion of the rest by mere force of mental supcriomty, through a reli- 
gious feeling of reverence and subordination. Socicty, thus constituted, 
would wear as diversified a face as it does now; would be still fuller of 
interest and excitement, would hold out even more abundant stimulus to 
individual exertion, and would nourish, it is to be feared, even more of 
rivaliies and animosities than at present. That the scheme might in 
& me peculiar states of society work with advantage, I will not deny. 
There 1s indeed a successful experiment, of a somewhat similar kind, on 
record, to which I have once alluded, that of the Jesuits, in Paraguay. A 
tace of savages, belonging to a portion of mankind more averse to con: 
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secutive exertion for a distant object than any other authentically known 
to us, was biought under the mental dominion of civilized and instructed 
men who weie united among themselves by a system of community of 
goods. ‘To the absolute authority of these men they revcrentially sub- 
mitted themselves, and were induced by them to Jean the arts of cnihzed 
life, and to practise labours for the community which no inducement that 
could have been offered would have prevailed on them to practise for 
themselves. Tus social system was of shoit duration, being prematurely 
destroyed by diplomatic arrangements and foicign force ‘That it could 
be biought into action at all was probably owing to the immense distance 
in point of knowledge and intellect which separated the few 1uleis fiom 
the whole body of the ruled, without any intermediate oiders, either 
social or intellectual. In any other circumstances it would probably have 
been a complete failure ; and we may ventuie to say that in no European 
community could it have even the partial success which might really be 
obtained by an association on the principle of Communism. It supposes 
an absolute despotism in the heads of the association; which would 
probably not be much improved if the depositaues of the despotism 
(contrary to the views of the authors of the system) were varied from time 
to time according to the iesult of a popular canvass. But to suppose that 
one or a few human bcings, howsoever selected, could, by whatever 
machinery of suboidinate agency, be qualificd to adapt cach peison’s 
work to his capacity, and proportion each person’s remuneration to his 
melits—to be, in fact, the dispensers of distributive justice to every 
member of a community, were it cven the smallest that ever had a | 
Sepalate political existence—or that any use which they could make of 
this power would give yencial satisfaction, or would be submitted to 
without the aid of fo1ce—is a supposition almost too chimcrical to be 
reasoned against. A fixed rule, like that of equality, might be acquiesced 
in, and so might chance, or an caternal nccessity ; but that a handful of 
human beings should weigh everybody in the balance, and give more to 
one and less to another at their sole pleasure and judgment, would not be 
borne unless fiom persons belicved to be more than men, and backed by 
supernatural terrors 

§ 5. The most skilfully combined, and in every 1espect the least open 
to objection, of the forms of Socialism, is that commonly known as 
Fourierism This system docs not contemplate the abolition of private 
piopeity, nor even of inhentance: on the contrary, 1t avowedly takes into 
consideration, as an element in the distiibution of the produce, capital as 
well as labour. It proposes that the operations of industry should be 
cartied on by associations of about two thousand membeis, combining 
their labour on a dist.ict of about a square league in extent, under the 
guidance of chiefs selected by themselves, In the distribution, a ceitain 
minimum 1s first 1ssigned for the subs stence of every member of the 
community, whether capable or not of labour. The remainder of the 
produce 1s shared in certain proportions, to be determined befoichand, 
among the thiee elements, Labour, Capital, and Talent. ‘Ihe capital of 
the community may be owned in unequal shares by different members, 
who would in that case receive, as in any other joint-stock company, 
proportional dividends. The claim af each person on the share of the 
produce apportioned to talent, 1s estimated by the grade or rank which 
the individual occupies in the several groups of Jabouicis to which he or 
she belongs; these grades being in all cases conferred }oy the choice of 
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his or her companions. The remuneration, when received, would not of 
necessity be expended or enjoyed in common ; there would be separate 
ménages for all who preferred them, and no other community of living is 
contemplated, than thit all the members of the a.sociation should reside 
in the same pile of buildings ; for saving of labour and expense not only 
in building, but in every branch of domestic economy ; and tn order that, 
the whole buying and selling operations of the community being performed 
by a single agent, the cnormous portion of the produce of industry now 
carried off by the profits of mere distributors might be reduced to the 
smallest amount possible. 

Thus far it is apparent that this system, unlike Communism, does not, 
in theory at least, withdraw any of the motives to exertion which exist in 
the present system of society. On the contrary, if the arrangement could 
be supposed to work according to the intentions of its contrivers, 1t would 
even strengthen those motives, since each person would have much more 
certainty of reaping individually the fruits of increased skill or energy, 
bodily or mental, than under the present social arrangements can be felt 
by any but those who are 1n the most advantageous positions, or to whom 
the chapter of accidents is more than ordinanly favourable The 
Fourierists, however, have still another resource. ‘They believe that they 
have solved the gieat and fundamental problem of rendering labour 
attractive. ‘That this 1s not impracticable, they contend by very strong 
arguments ; in particular by one which they have in common with the 
Owenites, viz. that scarcely any labour, however severe, undergone by 
human beings for the sake of subsistence, exceeds in intensity that which 
other human beings, whose subsistence 1s already provided for, are found 
ready and even eager to undergo for pleasure. [his certainly 1s a most 
significant fact, and one from which the student in social philosophy may 
draw important instruction. But the argument founded on it may easily 
be stretched too far. If occupations full of discomfort and fatigue are 
freely pursued by many persons as amusements, who does not see that 
they are amusements exactly because they are pursued freely, and may be 
discontinued at pleasure? ‘The hberty of quitting a position often makes 
the whole difference between its being painful and pleasurable. Many a 
person remains in the same town, street, or house from January to 
December, without a wish or a thought tending towards removal, who if 
confined to that same place by the mandate of authority, would find the 
imprisonment absolutely intolerable. 

According to the Fourierists, scarcely any kind of useful labour is 
naturally and necessarily disagreeable, unless it 1s either regarded as 
dishonourable, or is immoderate in degree, or destitute of the stimulus of 
sympathy and emulation. The few kinds of useful employment which 
are inherently distasteful to either the physical dr the moral sense, or 
which would be so to persons in as Ingh a state of cultivation as the 
Fourierists nghtly aspire to confer upon all, they piopose to surround 
with marks of honour, and to remunerate on the highest scale. Excessive 
toil needs not, they contend, be undergone by anyone, in a society in 
which there would be no idle class, and no labour wasted, as so enormous 
an amount of labour 1s now wasted, in useless things ; and where full 
advantage would be taken of the power of association, both in increasing 
the efficiency of production, and in economizing consumption ‘The other 
requisites for rendering labour attractive would, they think, be found in 
the execution of all labour by social groups, to any number of which the 
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same individual might simultaneously belong, at his or her own choice; 
their grade in each being determined by the degree of service which they 
were found capable of rendering, as appreciated by the suffrages of their 
comrades. It 1s inferred from the diversity of tastes and talents, that 
every member of the community would be attached to several groups, 
employing themselves in various kinds of occupation, some bodily, others 
mental, and would be capable of occupying a high place in some one or 
more ; so that a real equality, or a something more nearly approaching to 
1t than might at first be supposed, would practically result : not (as in 
Communism) from the compression, but, on the contrary, from the largest 
possible development, of the various natural superiorities residing in 
each individual. 

Even from so bref an outline, it will be perceived that this system does 
no violence to any of the general laws by which human action, even in 
the present imperfect state of moral and intellectual cultivation, 1s in- 
fluenced. All persons would have a prospect of deriving individual 
advantage from every degree of labour, of abstinence, and of talent, which 
they individually exercised. ‘The impediment to success would not be in 
the principles of the system, but in the unmanageable nature of its 
machinery. Before large bodies of human beings could be fit to live 
together in such close union, and still more, before they would be capable 
of adjusting, by peaceful arrangement among themselves, the relative 
claims of every class or kind of labour and talent, and of every individual in 
every class, a vast improvement in human character must be presupposed. 
When it is considered that each person who would have a voice in 
this adjustment would be a party interested in it, in every sense of the 
te1m-—that each would be called on to take pait by vote in fixing both 
the relative remuneration, and the relative estimation, of himself as 
compared with all other labourers, and of his own class of Jabour or 
talent as compared with all others ; the degree of disinteiestedness and 
of fieedom from vanity and iniutability, which would be required in such 
a community from every individual in it, would be such as 1s now only 
found in the élite of humanity : while if these qualities fell much short of 
the required standard, either the adjustment could not be made at all, or, 
if made by a majority, would engender jcalousies and disappointments 
destructive of the internal harmony on which the whole working of the 
system avowedly depends. These, it is true, are difficulties, not impossi- 
bilities: and the Fouriensts, who alone among Socialists are in a great 
degree alive to the true conditions of the problem which they undertake 
to solve, are not without ways and means of contending against these. 
With every advance in education and improvement, their system tends to 
become less impracticable, and the very attempt to make it succeed would 
cultivate in those m#king the attempt, many of the virtues which it 
requires. J3ut we have only yet considered the case of a single Fourierist 
community. Wher we remember that the communities themsel\ es are to 
be the constituent units of an organized whole, (otherwise competition 
would rage as actively between rival communities as 1t now does between 
individual merchants or manufacturers,) and that nothing less would be 
requisite for the complete success of the scheme, than the organisation 
from a single centre of the whole industry of a nation, and even of the 
world ; we may, without attempting to limit the altimate capabilities of 
human nature, affirm, that the political economist, for a consi erable time 
to come, will be chiefly concerned with the conditions of cxistence and 
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progress belonging to a society founded on private property and individual 
competition ; and that, rude as 1s the manner in which those two principles 
apportion reward to exertion and to merit, they must form the basis of the 
principal improvements which can for the present be looked for in -the 
economical condition of humanity. 

§ 6. And those :mprovements will be found to be far more considerable 
than the adherents of the various Socialist systems are willing to allow. 
Whatever may be the merit or demerit of their own schemes of society, 
they have hitherto showa themsclves, extremely ill acquainted with the 
economical laws of the existing social system ; and have, in consequence, 
habitually assumed as necessary effects of competition, evils which are by 
no means inevitably attendant on it. It 1s from the influence of this 
erroneous interpretation of existing facts, that many Socialists of high 
principles and attainments are led to regard the competitive system as 
radically incompatible with the economical well-being of the mass. 

The principle of private property has never yet had a fair trial in any 
country ; and less so, perhaps, in this country than in some others. The 
social arrangements of modern Europe commenced from a distribution of 

roperty which was the result, not of just partition, or acquisition by 
industry, but of conquest and violence : and notwithstanding what industry 
has been doing for many centuries to modify the work of force, the 
system still retains many and large traces of its origin The laws of 
propeity have never yet conformed to the principles on which the justifi- 
cation of private property rests. They have made property of things 
which never ought to be property, and absolute property where only a 
qualified property ought to exist They have not held the balance fairly 
between human beings, but have heaped impediments upon some, to 
give advantage to others ; they have purposely fostered mequalities, and 
prevented all from starting fairin the race. That all should indeed start on 
perfectly equal terms, 1s inconsistent with any law of private property : 
but if as much pains as has been taken to aggravate the inequality of 
chances arising from the natural working of the principle, had been taken 
to temper that inequality by every means not subversive of the principle 
itself ; 1f the tendency of legislation had been to favour the diffusion, 
instead of the concentration of wealth—to encourage the subdivision of 
the large masses, instead of striving to keep them together ; the principle 
of individual property would have been found to have no necessary con- 
nexion with the physical and social evils which have made so many minds 
turn eagerly to any prospect of relief, however desperate 

We are as yet too ignorant either of what individual agency in its best 
form or Socialism in its best form can accomplish, to be qualified to 
decide which of the two will be the ultimate form of human society. In 
the present stage of human improvement at least, it 1s not (1 conceive) 
the subversion of the system of individual property that should be aimed 
at, but the improvement of it, and the participation of every member of 
the community in its benefits. Far, however, from looking upon the 
various Classes of Socialists with any approach to disrespect, | honour the 
intentions of almost all who are publicly known im that character, the 
acquirements and talents of several, and I regard them, taken collectively, 
as one of the most valuable elements of human improvement now euist- 
ing ; both fiom the impulse they give to the reconsideration and discussion 
of all the most :mportart questions, and from the ideas they have con- 
tributed to many ; ideas from which the most advanced supporters of the 
existing order of socicty have still much to lean, 
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CHAPTER II. 
THE SAME SUBJECT CONTINUED. 


§ 1. lr is next to be considered, what is included in the idea of private 
property, and by what considerations the applicability of the principle 1s 
bounded. 

The institution of piopeity, reduced to its essential elements, consists 
in the recognition, in each person, 9f aiight to the exclusive disposal of 
what he or she have produced by their own exertions, o1 received by gift 
or fair agreement, without force or fraud, from those who produced it. 
The foundation of the whole 1s, the right of producers to what they them- 
selves have produced. It may be objected, theiefore, that the mstitution, 
as it now exists, 1ecognises tights of property in individuals ove: things 
which they have not pioduced. For cxample (it may be said), the 
opeiatives in a manufactory cicate, by their Jabou and skill, the whole 
produce ; yet, instead of its belonging to them, the law gives them only 
their stipulated hire, and transfers the pioduce to some one who has 
merely supplied the funds, without perhaps contributing anything to the 
work itself, even in the form of supetintendence. The answer to this 1s, 
that the labour of manufactme 1s only one of the conditions which must 
combine for the production of the commodity. The labour cannot be 
cairied on without mateiials and machinery, nor without a stock of neccs- 
saries provided in advance, to maintain the labomers dung the pro- 
duction. All these things arc the fruits of previous labour. If the 
labourers were possessed of them, they would not need to divide the 
produce with any one ; butsince they lave them not, an equivalent must 
be given to those who have, both for the anteccdent Jahour, and for the 
abstinence by which the produce of that labour, instead of being expended 
on indulgences, has been 1eseived for this use = “Lhe capital may not have 
been, and in most cases was not, created by the labour and abstinence of 
the present possessoi ; but it was created by the labour and abstinence of 
some former person, who, by gift or contract, transferred his clauns to the 
present capitalist ; and the abstinence at Icast must have been contmued 
by cach successive ower, down to the present. The terms of co-opera- 
tion between present Jabour and the fruits of past labour, aie a subject for 
adjustment between the two paities. Hach is necessary to the other. 
The capitalist can do nothing without laboureis, nor the labcurers without 
capital. It may be said they do not meet on an equal footing: the 
capitalist, as the nmcher, can take advantage of the labourer’s necessitics, 
and make his conditions as he pleases. He could do so, undoubtedly, if 
he were but one. The capitalists collectively could do so, 1f they were 
not too numcrous to combine, and act as a body. But, as things are, 
they have no such atlvantage. Where combination is impossible, the 
terms of the contiact depend on competition, that 1s, on the amount of 
capital which the cdllective abstinence of society has provided, compared 
with the number of the laboureis. If the laboucrs compete for employ- 
ment, the capitalists on their part compete for Jabour, to the full extent of 
the circulating capital of the country. Competition 1s often spoken of as 
if it were necessarily a cause of misery and degradation to the labouring 
class ; as if high wages were not precisely as much a product of compe- 
tition as low wages The remuneration of labour js as much the result of 
the law of competition in the United States, as it is in Ireland, 
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The right of property includes, then, the freedom of acquiring by con- 
tract. The “ight of each to what he has produced, imphes a right to 
what has been produced by others, if obtained by their free consent, and 
without fraud ; since the producers must either have given it from good 
will, or exchanged it for what they esteemed an equivalent, and to picvent 
them from doing so would be to infiinge their night of property in the 
product of their own industry. 

§ 2. Before proceeding to consider the things which the principle of in- 
dividual property does zo¢ include, we must specify one more thing which 
it does include: and this 1s, that a tifle, after a certain peiiod, should be 
given by prescription. According to the fundamental idea of piopeity, 
indeed, nothing ought to be treated as such, which has been acquned by 
force pr fraud, or appropriated in 1gnorance of a prior title vested in some 
other person ; but it 1s necessary to the security of nehtful possessors, 
that they should not be molested by charges of wiongful acquisition, when 
by the lapse of trme witnesses must have perished or been lost sight of, 
and the real character of the transaction can no longer be cleared up. 
Possession which has not been legally questioned within a moderate 
number of years, ought to be, as by the laws of all nations it 1s, a complete 
title Even when the acquisition was wiongful, the dispossession, after a 
generation has elapsed, of the probably dond fide possessois, by the revival 
of a clam which had been Jong dormant, would pgenerally be a gicater in- 
justice, and almost always a greater private and public mischief, than 
leaving the original wrong without atonement. Jt may seem haid that a 
claim, originally just, should be defeated by mere lapse of time ; but there 
is a time after which (even looking at the individual case, and without re- 
gard to the gencral effect on the security of possessois) the balance of 
hardship turns the other way. With the iyustices of men, as with the 
convulsions and disasters of nature, the longer they remain unrepaired, the 
greater become the obstacles to repaning them, arising from the after- 
growths which would have to be torn up or broken through. In no 
human transactions, not even in the simplest and clearest, does it follow 
that a thing 1s fit to be done now, because it was fit to be done siaty years 
ago. It 1s scaicely ueedful to remark, that these reasons foi not 
disturbing acts of injustice of old date, cannot apply to unjust systems or 
Institutions ; since a bad law or usage is not one bad act, in the remote 
past, but a perpetual 1epetition of bad acts, as long as the law or usage 
lasts. 

Such, then, being the essentials of private property, 1 is now to be con- 
sidered, to what extent the forms in which the institution has existed 
in different states of society, or still exists, ale necessary consequences 
of its principle, or are recommended by the reasons on which it 1s 
grounded 

§ 3 Nothing is implied in pioperty but the aright of each to his 
own facultics, to what he can produce by them, and to whatever he can 
get for them in a fair market : together with his nght to give this to 
another person if he chooses, and the nght of that other to reccive and 
enjoy it. 

It follows, therefore, that although the nght of bequest, or gift after 
death, forms part of the idea of private property, the right of inheritance, 
as distinguished from bequest, does not. ‘That the property of a person 
who has made no disposition of it during his hfetime, should pass first to 
his children, and failing them, to his nearest relations, may be a proper 
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aftangement of tot, but is no consequence of the principle of private 
property. Although there belong to the decision of such questions many 
consideiations besides those of political cconomy, it 1s not foreign to 
the plan of this woik to suggest, for the judgment of thinkers, the view of 
them which most 1ecommends itself to the wiiter’s mind. 

No presumption in favour of existing ideas on this subject is to be 
derived fiom their antiquity. In carly ages, the propeity of a deceased 
person passed to his clildien and nearest relatives by so natural and 
obvious an arrangement, that no other could ever have been thought of in 
competition with it. In the first plac¢, they were usually present on the 
spot: they were in possession, and if they had no other title, had that, so 
important in an caily state of society, of first occupancy. Secondly, they 
were alicady, 1 a manner, joint owners of his property during his life. If 
the property was in land, it had gencrally been conferred by the state on 
a family rather than on an individual if it consisted of cattle or moveable 
goods, it had probably been acquired, and was certamly protected and 
defended, by the united efforts of all members of the family who were of 
an age to work or fight. Exclusive individual property, in the modern 
sense, scaiccly entcied into the ideas of the time; and when tke first 
magistrate of the association died, he really left nothing vacant but his 
own shure in the division, which devolved on the member of the family 
who succeeded to his authority. To have disposed of the propeity other- 
wise, would have been to break up alittle commonwealth, united by ideas, 
Interest, and habits, and to cast them adrift on the world. These con- 
siderations, though rather felt than reasoned about, had so great an 
influence on the minds of mankind, as to create the 1dea of an mherent 
right in the childien to the possessions of their ancestor ; a nght which it 
was not competent to himself to defeat. Bequest, in a primitive state of 
socicty, was scldom recognised ; a clear proof, were there no other, that 
property was conccived m a manner totally different from the conception 
of it in the present time. 

But the feudal family, the last historical form of patuarchal life, has 
long penshed, and the unt of socicty 1s not now the fannly or clan, com- 

osed of all the reputed descendants of a common ancestor, but the 
individual ; or at most a pair of individuals, with their unemancipated 
childien. Property 1s now inherent m individuals, not m families ; 
the children when grown up do not follow the occupations or fortunes of 
the parent « if they paiticipate in his pecunialy means it 1s at his pleasure, 
and not by a voice in the ownership and government of the whole, but 
geneially by the eaclusive enjoyment of a part: and in this country 
at least (except as far as entails or other settlements are an obstacle) 
it is in his power to disinherit even his childien, and leave his fortune to 
Strangers. More distant relatives aie in general almost as completely 
detached from the family and its interests as if they were in no 
way connected with it. Fhe only claim they are supposed to have on 
their richer relations 1s to a preference, ceteris paribus, m good offices, and 
some aid in case of act&al necessity 

So gieat a change in the constitution of society must make a con- 
siderable difference in the grounds on which the disposal of property 
by inheritance should 1est. The reasons usually assigned by modern 
writers for giving the property of a person who dies intestate to the 
children, or nearest relatives, are first, the supposition that in so disposing 
of it, the law is more hkely than in any other mode to do what the 
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proprietor himself would have done, if he thad done anything; and 
secondly, the hardship, to those who lived with their parent and partook 
in his opulence, of being cast down from the enjoyments of wealth into 
poverty and privation. 

There is force in both these arguments. The law certainly ought 
to do, for the children or dependants of an intestate, whatever it was 
the duty of the parent or protector to have done, but from accident or 
negligence or worse causes he failed to do Whether it would be 
possible, by means of a public adgunistrator of intestate estates, to take 
cognizance of special claims and see justice done in detail, 1s a question 
of some difficulty into which I forbear to enter. I shall only consider 
what might with best reason be laid down as a genetal tule. 

We may first remark, that in regard to collateial 1elations, it is not, un- 
less from special and peculiar causes, the duty of any one to make 
a pecuniary provision for them. No one now expects it, unless there 
happen to be no direct heirs ; nor would it be expected even then, if the 
expectation weic not created by the provisions of the law in case of 
intestacy. I sce, therefore, no reason why collateral mheitance should 
exist at all. Mr. Bentham long ago proposed, and other high authorities 
have agreed in the opmon, that if there are no hens either in the descend- 
ing or in the ascending line, the property, in case of intestacy, should 
escheat to the state. There 1s no good icason why the accumulations of 
some childless naser should on his death (as every now and then happens) 
yo to enrich a distant relative who never saw him, who pethaps never 
knew himself to be related to him until there was something to be gained 
by it, and who had no moral claim upon Inm of any lind, more than the 
most entire stranger. Whcere collatcrals have real clans, those claims 
are personal, and the proper mode of paying 1cgaid to them 15 by bequest. 
That duty may be neglected, but 1s not moic likely to be so in the case of 
relatives than of strangeis, who may have just as strong claims of the 
same nature. If any near rclatives, known to be such, were ina state of 
indigence, a donation, or a small pension, according to cucumstances, 
might, in case of intestacy, be assigned to them when the state 
appropriated the inheritance. This would be a justice, or a gencrosity, 
which they do not experience from the present law, since that gives all to 
the nearest collaterals, however great may be the necessities of those mole 
distant. 

The claims of children are of a different nature: they are real, and in- 
defeasible. But even of these, I venture to think that the measure usually 
taken is an erroneous one: what is due to childicn 1s in some respects- 
underrated, in others, as 1t appears to me, exaggerated. Onc of the most 
binding of all obligations, that of not bringing children into the world 
unless they can be maintained in comfort, and brought up with a hkelihood 
of its continuance, is both disregarded in practice and made hyht of in 
theory in a manner disgraceful to human intelligence. On the other 
hand, when the parent possesses property, the clanns of the children upon 
it seem to me to be the subject of an opposite error. Whatever fortune a 
parent may have inherited, or, still more, may have acquired, I cannot 
admit that he owes to his children, merely because they are his children, 
to leave them rich, without the necessity of any exertion. I could not 
admit it, even if to be so left were always, and certainly, for the good of 
the children thems2lves. But this is in the highest degree uncertain. It ' 
depends on individual character. Without supposing extreme cases, it 
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may be affirmed that inea majority of instances the good not only ot 
society but of the individuals would be better consulted by bequeathing to 
thema moderate, rather than a large provision. This, which is a common- 
place of moralists ancient and modern, 1s felt to be truce by many intelligent 
parents, and would be acted upon much more frequently, 1f they did not 
allow themselves to consider less what ically 1s, than what will be thought 
by others to be, advantageous to the children. 

The duties of parents to their children are those which are indissolubly 
attached to the fact of causing the existence of a human being. The 
parent owcs to socicty to endeavour to make the child a good and valuable 
member of it, and owes to his children to provide, so far as depends on 
him, such education, and such apphances and means, as will enable them 
to start with a fair chance of a successful life. To this every child has a 
clam ; and I cannot admit, that as a child he has a claim to more. 
There 1s a case :n which these obligations present themselves nakedly, 
without any extrinsic circumstances to disguise or confuse them: 1t is that 
of an illegitimate child. To such a child it 1s generally felt that there is 
due from the parent, the amount of provision for his welfare which will 
enable him to make his life,on the whole a desirable one. I hold that to 
no child, merely as such, anything more 1s due, than what is admitted to 
be due to an illegitimate child. and that no child for whom thus much 
has been done, has, unless on the score of previously raised expectations, 
any grievance, if the remainder of the parent’s fortune 1s devoted to 
public uses, or to the benefit of individuals on whom in the parent’s 
opinion it 1s better bestowed. 

In order to give the children that fair chance of a desirable existence, 
to which they are entitled, 1t 1s generally necessary that they should not 
be brought up from childhood in habits of luaury which they will not have 
the means of indulging in after-hfe. This, again, 1s a duty often flagrantly 
violated by possessors of te:minable incomes, who have little property to 
leave. When the childien of mch parents have hved, as to a certain 
degree it 1s natural they should do, in habits coriesponding to the scale of 
expenditure in which the parents indulge, it 1s generally the duty of the 
parents to make a greater provision for them, than would suffice for 
children otherwise brought up. I say generally, because even here theie 
is another side to the question. It 1s a proposition quite capable of being 
maintained, that to a strong nature, which has to make its way against 
narrow circumstances, to have known carly some of the feelings and 
experiences of wealth, 1s on the whole an advantage both in the formation 
of character and in the happiness of life. But ordinary rules of conduct 
are not framed to suit strong natures, and it 1s mostly true, that childien 
have a just ground of complaint, who have becn brought up more 
luxuriously than they are afterwards enabled to live. Their claim, 
therefore, 1s good to a provision bearing some relation to the mode of 
their bringing up. Lut this too 1s a claim which, though just 1n itself, 1s 
particularly hable to ye stretched further than its 1easons warrant. ‘The 
case 1s exactly that of the younge: children of the nobility and Janded 
gentry, the bulk of whose fortune passcs to the eldest son. The other 
sons, who are usually numerous, are brought up in the same habits of 
luxury as the future heir, and they receive, as a younger brother’s portion, 

eneially what the reason of the case dictates, namely, enough to support, 
in the habits of life to which they are accustomed, themselves, but not a 
wife and children. It really 1s no grievance to any man, that for the 
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means of marrying and of supporting a family he has to depend on his 
own exertions. 

A provision, then, such as is admitted to be reasonable in the case of 
illegitimate children, of younger children, wherever in short the justice of 
the case, and the real interests of the mdividuals and of society, are the 
only things considered, 1s, | conceive, all that parents owe to their 
children, and all, therefore, which the state owes to the children of those 
who die intestate. The surplus, if any, I hold that it may nghtfully 
appropriate to the general purposes of the community. I would not, 
however, be so far misunderstood as to be supposed to recommend that 
parents should not do more for their children than what, merely as 
children, they have a moral nght to. In some cases it 1s imperative, 1n 
many laudable, and in all allowable, to do much more. For this, how- 
ever, the means are afforded by the lhberty of bequest. It is due, not to 
the children but to the parents, that they should have the power of 
showing marks of affection, of requiting services and sacrifices, and of 
bestowing their wealth according to their own prefcrences, or their own 
judgment of fitness. 

§ 4. Whether the power of bequest should itself be subject to limitation, 
is an ulte1ior question of no little importance. Unlike inheritance ad zz/es- 
tato, bequest 15 one of the attributes of property : the ownership of a thing 
cannot be looked upon as complete without the power of bestowing it, at 
death or during life, at the owner's pleasure . and all the reasons, which re- 
commend that private property should exist, recommend #70 Zan/o this ex- 
tension of it. But property is only a means to an end, not itself the end. 
Like all other proprietary mghts, and even in a greater deyvrec than most, 
the power of bequest 1s lable to conflict with objects still more important. 
It docs so, when, not content with bequeathing an estate to A, the testator 
prescribes that on A’s death it shall pass to his e'dest son, and to that 
son’s son, and so on for ever. No doubt, peisons have occasionally 
exerted themselves more strenuously to acquire a fortune, from the hope 
of founding a family in perpetuity ; but the mischiefs to society of such 
perpetuitics outweigh the value of this incentive to exertion, and the 
incentives in the case of those who have the opportunity of making large 
fortunes are strong enough without it. A similar abuse of the power of 
bequest 1s committed when a person who does the meritorious act of 
leaving property for public uses, attempts to prescribe the details of its 
application in perpetuity ; when in founding a place of education (for 
instance) he dictates, for ever, what doctimes shall be taught. It being 
impossible that any one should know what doctrines will be fit to be 
taught after he has been dead fur centuries, the law ought not to give 
effect to such dispositions of property, uniess subject to the perpetual 
revision (after a certain interval has elapsed) of a fitting authority. 

These are obvious limitations. But even the simplest exercise of the 
right of bequest, that of determining the person to whom property shall 
pass immediately on the death of the testator, has always been reckoned 
among the privileges which might be hhmuited or varied, according to 
views of cxpediency. The limitations, hitherto, have been almost solely 
in favour of children. In England the nght 1s 1n principle unlimited, 
almost the only impediment being that arising from a scittlement by a 
former proprietor, n which case the holder for the time cannot indeed 
bequeath his possessions, but only because there 1s nothing to bequeath, 
he having mercly a life interest. By the Roman law, on which the civil 
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legislation of the Continent of Europe is pincipally founded, bequest 
onginally was not permitted at all, and evcn after it was mtroduced, a 
lecitina portio was compulsorily reserved for cach child 5 and such 1s sull 
the law m some of the Continental nations = Dy the Fiench law since the 
Revolution, the parent can only dispose by will of a portion equal to the 
shaie of one child, cach of the children taking an equal potion ‘This 
entail, as it may be called, of the bulk of every ones piopeity upon the 
childien collectively, seems to megas hittle defensible mn principle as an 
ental in favour of onc child, though it does not shock so directly the 
sentiment of justice. It 1s questionable whether paients should be com- 
pelled to leave to their chidien even that piovision which, as children, 
I have contended that they have a moral clam to. Childien may forfeit 
that claim by geneial unworthiness, or particular all-conduct to the 
puents* they may have other rcsources o1 piospccts what has been 
pietviously done for them, m the way of education and advancement im 
hife, may fully satisfy their moral claim; or others may have claims 
supelor to thens. If they ae of age and stiength to provide, however 
humbly, for themselves, the maintenance of some authonty in the parent 
by the power of disinheriting, 1s perhaps expedient Dut however the 
case may he as to a mere provision, | hold that justice and expedicnev 
arc Wholly against compelling anything beyond That a person sheuld 
be certun from childhood of succeeding to a Jarge fortune mdcpendently 
of the good will and affection of any huinan bemg, 1s, unless under very 
f:yourable influences of other kinds, almost a fatal cucumstance im his 
education, 

The catieme restriction of the power of bequest in Fiench law, was 
adopted as a democratic expedient, to break down the custom of pimo- 
geniture, and counteract the tendency of inherited property to collect in 
iaige masses I agiee in thinking these olyects eminently desnable ; 
but the means used are not, 1 think, the most judicious, Were I framing 
a code of laws according to what seems to me best in itself, without 
regard to existing opinions and sentiments, I should prefer to restrict, 
not what any one might bequeath, but what any one should be pe:mutted 
to acqune, by bequest or inheiitance ach peison should have power 
to dispose by will of his whole property ; but not to lavish it in enriching 
some one individual, beyond a ceitain maximum, which should be fixed 
sufficiently high to afford the means of comfortable independerce The 
Incqualitics of propeity which arise from unequal industiy, frugality, 
peiseverance, talents, and even opportunities, are separable from the 
principle of private property, and if we accept the principle, we must bear 
with these consequences of it but I see nothing olyectionable in fixing a 
himit to what any one may acquire by the mere favour of others, without any 
excicise of his faculties, and in requning that if he desues any finther 
accession of fortune, he shall work for it. I do not conceive thit the 
degree of limitation which this would impose on the nght of bequest, 
would be felt as a buithensome restraint by any testator who estimated a 
large fortune at 1s true value, that of the pleasures and advantages that 
can be purchased with it: on even the most extravagant estimate of 
which, 1t must be apparent to every one, that the difference to the happi- 
ness of the possessor between a moderate independence and five times as 
much, ts msignificant when weighed against the enjoyment that might be 
given, and the permanent benefits diffused, by some other disposal of the 
four-fifths So long indeed as the opinion practically prcvails, that the 
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best thing which can be done for an olycct of affection is to heap on him 
to satiety all the external good things of life, there might be little use in 
enacting such a law, even if it were possible to get it passed, since if 
there were the inclination, there would generally be the power of evading 
it. The law would be unavailing unless the popular sentiment went 
energetically along with it ; which (judging from the tenacious adherence 
of public opinion in France to the law of compulsory division) it would 
in scme states of society and government be very likely to do, however 
much the contrary may be the fact in England and at the piescnt time, 
If the rcstriction could be made practically effectual, the benefit would be 
great. Wealth which could no Jonger be employed in eniiching a few, 
would either be devoted to objects of public usefulness, or 1f bestowed on 
individuals, would be distributed amoung a larger number. While those 
enormous fortunes which no one needs for any personal purpose but 
ostentation or improper power, would become much less nuincrous, there 
would be a great multiphcation of families in casy circumstances, with 
the advantages of Icisure, and all the real enjoyment which wealth can 
give, except those of vanity ; a class by whom the services which a nation 
1s entitled to expect fiom its lersured classes, cither by their dircct exer- 
tions or by the tone they give to the feclmys and tastes of the public, 
would be rendered ma much more beneficial manner than at present. 
A large portion also of the accumulations of successful industry would 
probably be devoted to public uses, cither by direct bequests to the state, 
or by the endowment of institutions , as is already done very largely in 
the United States, where the ideas and practice in the matter of in- 
heritance seein to be unusually rational and beneficial * 

§ 5. The next point to be considered 1s, whether the reasons on which 
the institution of property rests, are applicable to all things m which a 
right of caclusive owncrship 1s at present recognised ; and if not, on what 
other grounds the 1ecognition 1s defensible. 

The essential principle of propeity being to assure to all persons what 
they have produced by their labour and accumulated by their abstinence, 
this principle cannot app!y to what is not the produce of labour, the raw 
material of the earth If the Jand derived its productive power wholly 
from nature, and not at all from industry, or if there were any means of 
discriminating what 1s derived fiom cach source, it not only would not be 
necessary, but it would be the height of injustice, to let the gift of nature 
be engrossed by a few. The use of the land in agriculture must indeed, 


* *Munificent bequests and donations for public purposes, whether chantable or 
educational, form a striking feature in the modern history of the United States, and 
especially of New England. Not only 1s it common fcr rich capitalists to leave by 
will a portion of their fortune towards the endowment of,national institutions, but 
individuals during their lifetime make magnificent grants of money for the same 
olyects. There 1s here no compulsory law for the equal partition of property 
among children, as in France, and on the other hand, no custom of entail or primo- 
geniture, as in England, so that the affluent feel themselves at liberty to share their 
wealth between their kindred and the public ; it being impossible to found a family, 
and parents having frequently the happiness of seeing all their children well pro- 
vided for and independent long before their death. I have seen a hist of bequests 
and donations made during the last thirty years for the benefit of religious, charit- 
able, and | terary instityttions in the state of Massachusetts alone, and they 
amounted to no Jess a sum than six nulhons of dollars, or moire than a millioy 
sterling.’ —Lycll’s Z7avels im Amid, vol. p. 263 
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for the time being, be of necessity exclusive : the same person who has 
ploughed and sown must be permitted to reap: but the land might be 
occupied for one scason only, as among the ancient Germans ; or nnght be 
periodically redivided as population increased : or the state might be the 
univeisal landlord, and the cultivators tenants under it, either on lease or 
at will. 

But though land is not the produce of industry, most of its valuable 
qualitics are so. Labour 1s notgonly requisite for using, but almost 
equally so for fashioning, the instrument. Considerable labour 1s often 
required at the commencement, to clear the land for cultivation. In 
many cases, even when cleared, its productiveness is wholly the effect 
of Jabour and art The Bedford Level produced little or nothing until 
artificially drained. The bogs of Ireland, until the same thing 1s done to 
them, can produce little besides fuel One of the bairenest soils in the 
world, composed of the material of the Goodwin Sands, the Pays de 
Waes in Flanders, has been so fertilized by industry, as to have become 
one of the most productive in Europe. Cultivation also requnes buildings 
and fences, which are wholly the produce of labour. ‘The fruits of this 
industry cannot be reaped in a short period. The labour and outlay are 
immediate, the benefit 1s spread over many years, perhaps OPer all future 
time. A holder will not incur this labour and outlay when his successors 
and not himself will be benefited by it. If he undertakes such improve- 
ments, he must have a lony period before him 1n which to profit by them: 
and he cannot continue always to have a long time before him, unless his 
tenure 1s perpetual * 

§ 6. These are the reasons which form the justification, in an economical 
point of vicw, of property in land. It 1s seen, that they are only valid, in 


* ©Ce qui donnait 4 Phomme I’intelligence et la constance dans ses travaux, qui 
lui faisait diner tous ses efforts vers un but utile 4 sa race, c’était le sentiment de la 
perpetuité Les terrains les plus feitiles ‘sont toujours ceux que les eaux ont 
déposés le long de leur cours, mais ce sont aussi ceux qu’elles menacent de leurs 
mondations ou qu’elles corrompent par des marécages. Avec la garantie de la 
perpetuité, "homme entreprit de longs et pénibles travaux pour donner aux 
marecages un écoulement, pour élever des digues contre les inondations, pour 
répartir par des canaux d’arrosement des eaux fertilisantes sur les mémes champs 
que les mémes eaux condamnaient 4 la stérilite. Sous la méme garantie, l'homme, 
ne se contentant plus des fruits annuels de la terre, a demélé parm: Ja végétation 
sauvage les plantes vivaces, les aibustes, les arbres qui pouvaient Iu: Ctre utiles, al 
les a perfectionnes par la culture, 11 a changé cn quelque sorte leur essence, et il 
les a multiples. LParmi les fruits, en effet, on en reconnait que des siécles de 
culture ont seu's pu amener 4 la perfection qu’ils ont atteinte aujourd’hu, tandis 
que d’autres ont ¢ié importés des regions les plus lointaines. L’homme en méme 
temps a ouvert Ia terre jysqu’a une grande profondeur, pur renouveler son sol, et le 
fertiliser par le mélange de ses parties et les impressions de l’air; il a fiac sur 
les collines la terre qui sen échappait, et 11 a couvert la face entiere de Ja cam- 
pagne d’une végetafion partout abondante, et partout utile 4 la race humaine. 
Parmi ses travaux, 11 y en a dont 11 ne recueillera le fruit qu’au bout de dix ou de 
vingt ans; 11 y en a d’autres dont ses dermiers neveux jowront encore dans 

lusieurs siccles. Tous ont concouru 4 augmenter la force productive de la nature, 
a donner a Ja race humaine un revenu infiniment plus abondant, un revenu dont 
une portion considérable est consommeée par ceux qui n’ont point part a la pro- 
pricté territor.ale, ct qui cependant n’auraient point trouvé de nourriture sans ce 
partage du sol qui semble les avoir deshéritdés.’ —SismoiRli, Z¢edis sur [ Economie 
Politeque, Troisieme Essai, De la Richesse Tertitoriale, 
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so far as the proprietor of land is its improver. Whenever, in any 
country, the pioprietor, generally spcaking, ccases to be the improver, 
political economy has nothing to say in defence of landed property, as 
there established. In no sound theory of private property was it ever 
contemplated that the propiictor of land should be merely a sinccunst 
quartered on it. 

In Great Britain, the landed proprietor is not unfrequently an :mprover. 
But it cannot be said that it 1s generall; so. And in the majo1ity of cases 
he grants the hberty of cultivation on such teims, as to prevent :mprove- 
ments fiom being made by any one else. In the southern parts of the 
island, as there are usually no lIcases, permanent improvements can 
scarcely be made ecacept by the landlords capital : accoidingly the South, 
compared with the North of England, and with the Lowlands of Scotland, 1s 
extremely backward in agricultural improvement. The truth 1s, that any 
very general improvement of land by the landlords 1s haidly compatible 
with a law or custom of primogeniture. When the land goes wholly to 
the heir, it generally goes to him severed fiom the pecuniary resouices 
which would enable him to improve it, the peisonal property being 
absorbed bygthe provision for younger children, and the land itself often 
heavily burthened for the same purpose. There is therefore but a small 
proportion of landlords who have the means of making expensive improve- 
ments, unless they do it with borrowed money, and by adding to the 
mortgages with which in most cases the land was already burthened 
when they received it. But the position of the owner of a deeply 
mortgaged estate 1s so precarious ; economy 1s so unwelcome to one 
whose apparent foitune preatly excecds his 1eal means, and the vicis- 
situdes of rent and price which only trench upon the margin of his 
income are so formidable to one who can call little more than that 
margin his own; that it 1s no wonder if few landlords find themselves 
in a condition to make immediate saciifices for the sake of future profit. 
Were they ever so much inclined, those alone can piudently do it, who 
have senously studied the principles of scientific agriculture: and great 
Jandlords have seldom senously studied anything They might at least 
hold out inducements to the farmers to do what they will not or cannot 
do themselves , but even in granting leases, it is in England a gencral 
complaint that they tie up their tenants by covenants grounded on the 
practices of an obsolete and exploded agriculture ; while most of them, by 
withholding leases altogether, and giving the farmer no guarantec of 
possession beyond a single harvest, keep the land on a footing little more 
favourable to improvement than in the time of our barbarous ancestors, 


immetata quibus jugera libcras 
Fruges et Cererem ferunt, 
Nec cultura placet longior annua, 


Landed property in England 1s thus very far from completely fulfilling 
the conditions which render its existence economically justifiable. But if 
insufficiently realized even in England, in Ireland those conditions are 
not complied with at all. With individual exceptions (some of them very 
honourable ones), the owners of Irish estates do nothing for the land but 
drain it of its produce. What has been epigrammatically said in the 
discussions on ‘ peculiar, burthens’ 1s literally true when applied to them; 
that the greatest ‘burthen on land’ 1s the landlords, Returning nothing 
o the soil, they consume its whole produce, minus the potatoes strictly 
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necessary to keep the inhabitants from dying of famine ; and when they 
have any notion of improvement, it usually consists in not leaving even 
this pittance, but turning out the people to beggary, if not to starvation. 
When landed property has placed itself upon this footing it ceases to 
be defensible, and the time has come fo. making some new arrangement 
of the matter. 

When the ‘sacredness of property’ is talked of, it should always be 
remembered, that this sacredness does not belong in the same degrce 
to landed property. Noman made the land. It 1s the original inhentance 
of the whole species. Public reasons exist for its being appropriated. 
But if those reasons lost their force, the thing would be unjust. It 1s no 
hardship to anyone, to be excluded from what others have produced. 
They were not bound to produce it for his use, and he loses nothing by 
not sharing in what otherwise would not have existed at all. But it ts 
some haidship to be born into the world and to find all nature’s gifts 
previously engrossed, and no place left for the new-comer. To reconcile 
people to this, after they have once admitted into their minds the idea 
that any moral rights belong to them as human beings, it will always be 
necessary to convince them that the exclusive appropnation 1s good for 
mankind on the whole, themselves included. But this 1s what no sane 
human being could be persuaded of, if the relation beiween the land- 
owner and the cultivator were the same everywhere as it 1s in Ireland. 

Landed property 1s felt, even by those most tenacious of its rights, to be 
a different thing from other property ; and where the bulk of the com- 
munity have been disinherited of their share of it, and it has become the 
exclusive attribute of a small minority, men have generally tried to re- 
concile it, at least in theory, to their sense of justice, by endeavouring to 
attach duties to it, and erecting it into a sort of magistracy, either moral 
or legal Butif the state 1s at liberty to treat the possessors of land as 
public functionaries, it 1s only going one step further to say, that it 1s at 
liberty to discard them. ‘The claim of the Jandowners to the land 1s 
altogether subordinate to the general policy of the state The principle 
of property gives them no night to the Jand, but only a mght to compensa- 
tion for whatever portion of their interest in the land it may be the policy 
of the state to deprive them of. To that, their claim 1s indefeasible. It 
18 due to landowners, and to owners of any property whatever, recognised 
as such by the state, that they should not be dispossessed of it without 
receiving Its full pecumiary value, or an annual income equal to what they 
detived from it. ‘I his is due on the general principles on which property 
rests. If the land was bought with the produce of the labour and 
abstinence of themselves or their ancestors, compensation is due to them 
on that ground ; eveneif othciwise, it 1s still due on the ground of pre- 
scription. Nor can it ever be necessary for accomplishing an ohyect by 
which the communyy altogether will gain, that a particular portion of the 
community should be immolated. When the property 1s of a kind to which 
peculiar affections attach themselves, the compensation ought to excced a 
bare pecuniary equivalent. But, subyect to this proviso, the state 1s at 
hberty to deal with landed property as the general interests of the com- 
munity may require, even to the eatent, 1f 1t so happen, of doing with the 
whole, what 1s done with a part whenever a bill 1s passed for a railroad or 
a new street. I donot pretend that occasions can Often aiise on which so 
drastic a measure would be fit to be taken into serious consideration. But 
even if this ultimate prerogative of the state should never 1equite to be 
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actually exercised, it ought nevertheless to be asserted, because the prin- 
ciple which permits the greater of two things permits the less, and though 
to do all which the principle would sanction should never be advisable, to 
do much less than all not only may be so, but often is so ina very high 
degree. The community has too much at stake in the proper cultivation 
of the land, and in the conditions annexed to the occupancy of it, to leave 
these things to the discretion of a class of persons called Iandlords, when 
they have shown themselves unfit for the trust. The legislature, which if 
it pleased might convert the whole body of landlords into fundholders or 
pensioners, might, @ fortiori, commute the average receipts of Irish land- 
owners into a fixed rent charge, and raise the tenants into proprietors ; 
supposing always (without which these acts would be nothing better than 
robbery) that the full market value of the land was tendered to the Jand- 
lords, in case they preferred that to accepting the conditions proposed. 

There will be another place for discussing the various modes of landed 
property and tenure, and the advantages and inconveniences of each; in 
this chapter our concern 1s with the right itself, the grounds which justify 
it, and (as a corollary from those grounds) the conditions by which it 
should be limited. To me it seems almost an axiom that property in land 
should be interpreted strictly, and that the balance in all cases of doubt 
should incline against the proprietor. The reverse is the case with 
property m moveables, and in all things the product of labour. over 
these, the owner’s power both of use and of exclusion should be absolute, 
except where positive evil to society would result from it ; but in the case 
of land, no exclusive night should be permitted in any individual, which 
cannot be shown to be productive of positive good. To be allowed any 
exclusive right at all, over a portion of the common inheuitance, while 
there are others who have no portion, Is already a privilege No quantity 
of moveable goods which a person can acquire by his labour, prevents 
others from acquiring the hke by the same means ; but from the very 
nature of the case, whoever owns land, keeps it from somebody else. The 
privilege, or monopoly, is only defensible as a necessary evil : it becomes 
an injustice when carried to any point to which the compensating good 
does not follow it. 

For instance, the exclusive right to the land for purposes of cultivation 
does not imply an exclusive right to it for purposes of access ; and no 
such nght ought to be recognised, except to the extent necessary to 
protect the produce against damage, and the owners privacy against 1n- 
vasion. The pretension of two dukes to shut up a part of the Highlands, 
and exclude the rest of mankind from many square miles of mountain 
scenery to prevent disturbance to wild animals, 1s an abuse ; it exceeds 
the legitimate bounds of landed property. When land 1s not intended to 
be cultivated, no good reason can in general be given forits being private 
property at all; and if any one 1s permitted to call it his, he ought to 
know that he holds it by sufferance of the community, and on an implied 
condition that his ownership, since it cannot possibly do them any good, 
at least shall not deprive them of any, which they could have derived from 
the land if 1t had been unappropriated. Even in the case of cultivated 
land, a man whom, though only one among millions, the law permits to 
hold thousands of acres as his single share, 1s not entitled to think that 
all this is given to him to use and abuse, and deal with as if it concerned 
nobody but himself. ‘The rents or profits which he can obtain from it are 
his, and his only; but with regard to the land, in everything which he 
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does with it, and in everything which he abstains from doing, he 1s morally 
bound, and should whenever the case admits be legally compelled, to 
make his interest and pleasure consistent with the public good. The species 
at large still retains, of its original claim to the soil of the planet which it 
inhabits, as much as is compatible with the purposes for which it has 
parted with the remainder, 

§ 7, Besides property in the pieduce of labour, and property in land, 
there are other things which are or have been sulyects of propeity, in 
which no proprietary nghts ought to exist at all. But as the civilized 
world has in general made up its mind on most of these, there 1s no 
necessity for dwelling on them in this place. At the head of them, 1s 
property in human beings. It 1s almost superfluous to observe, that this 
institution can have no place in any souiety even pretending to be founded 
on justice, or on fellowship between human creatures. but, iniquitous as 
it 1s, yet when the state has expressly legalized it, and human beings, for 
geneiations, have been bought, sold, and inherited under sanction of Jaw, 
It 1s another iniquity to abolish the property without full compensation. 
This wrong was avoided by the great measure of justice in 1833, probably 
the most virtuous act, as well as one of the most practically beneficent, 
ever done collectively by a nation. Other examples of pioperty which 
ought not to have been created, ale properties in public trusts ; such as 
Judicial offices under the old Fiench régime, and the heitable yunsdictions 
which, in countries not wholly emerged fiom feudality, pass with the land. 
Our own country affords, as cases in point, that of a commission in the 
army, and of an advowson, or night of nomination to an ecclesiastical 
benefice A property 1s also sometimes cicated in a night of taxing the 
public ; ma monopoly, for instance, or other exclusive privilege. ‘These 
abuses prevail mest in semi-barbarous countries ; but are not without 
example in the most civilived. In Fiance there aie several important 
trades and professions, including notaries, attorneys, brokeis, appraisers, 
printers, even bakers and butcheis, of which the numbeis are limited by 
law. The drevetor privilege of one of the permitted number consequently 
brings a Ingh price in the market. There is in England a court of justice 
(the Palace Court at Westminster) in which the number of barristers per- 
mitted to practise is restricted to four, who buy their places from their 
predecessois. In these various cases, compensation probably could not 
with justice be 1efused, on the abolition of the privilege. There are other 
cases in which this would be more doubtful. The question would tuin 
upon what, in the peculiar circumstances, was sufficient to constitute pie- 
scription ; and whether the legal recognition which the abuse had obtained, . 
was sufficient to constitute it an institution, or amounted cnly to an occa- 
sional license, It would be absurd to clarm compensation for losses caused 
by changes In a tariff, a thing confessedly vanable from year to year; or 
for monopolies likes those granted to individuals by Queen Elizabcth, 
favours of a despotic authority, which the power that gave was competent 
at any time to recall. 

So much on the institution of property, a subyect of which, for the 
purposes of political economy, it was indispensable to treat, but on which ~ 
we could not usefully confine ourselves to economical considerations. 
We have now to inquire on what principles and with what results the 
distribution of the produce of land and labour 1s effected, under the 
relations which this institution creates among the different members of the 
community, 
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CHAPTER III. 
OF THE CLASSES AMONG WHOM THE PRODUCE IS DISTRIBUTED. 


§ 1, PRIVATE property being assumed as a fact, we have neat to 
enumerate the different classes of persons to whom it gives ise , whose 
concurrence, or at least whose permission, 1s necessary to production, 
and who are therefore able to stipulate for a share of the produce We 
have to mquire, according to what laws the produce distributes itself 
among these classes, by the spontaneous action of the interests of those 
concerned after which, a further question will be, what effects are or 
might be produced by laws, institutions, and measuies of government, in 
supeiseding or modifying that spontaneous distribution, 

The three requisites of production, as has been so often repeated, are 
Jabour, capital, and land. undeistanding by capital, the means and 
appliances which are the accumulated results of previous labour, and by 
land, the materials and instruments supplied by nature, whether contained 
in the interior of the earth, or constituting its sumface Since each of 
these elements of production may be separately appropuated, the industrial 
community may be considered as divided into landowners, capitalists, and 
productive laboureis Each of these classes, as such, obtains a share of 
the produce : no other person or class obtains anything, except by con- 
cession from them The 1emaimder of the communtty 1s, 1n fact, supported 
at their expense, giving, if any equivalent, one consisting of unproductive 
services These three classes, therefore, are consideied in political 
economy as making up the whole community. 

§ 2. But although these three sometimes exist as separate classes, 
dividing the produce among them, they do not necessarily or always so 
exist. The fact 1s so much otherwise, that there aie only one or two 
communities in which the complete separation of these classes 1s the 
general rule. England and Scotland, with parts of Belgium and Holland, 
are almost the only countries in the world, where the land, capital, and 
labour employed in agiicultuie, are generally the property of separate 
owners The ordinary case ts, that the same peison owns either tvo of 
these requisites, 01 all three 

The case in which the same peison owns all three, embraces the two 
extremes of societv, in respect to the independence and dignity of the 
labouring class. First, when the Jabourer himsclf is the propnetor ‘This 
is the commonest case in the Northern States of the Ametican Union ; 
one of the commonest m France, Switzerland, the three Scandinavian 
«kingdoms, and parts of Ger vany ,* and a common case in parts of Italy 


* ©The Norwegian return’ (say the Commissioners of Poor Law Lnqutry, to 
whom intormation was furnished from nearly every country in Europe and America 
by the ambassadors and consuls there) ‘states that at the Jast census in 1825, out 
of a population of 1,051,318 persons, there were 59,464 fiecholders. As by 59,464 
freeholders must be meant 59 464 heads of families, or about 300,000 indivichiils ; 
the freeholde:s must form more than a fourth of the whole population. Mr. Mac- 
gregor states that in Denmark (by which Zealand and the adjoining islands are 
probably meant) out of a population of 920,110, the number of landed proprietors 
and farmers 15 415,110, or nearly one-half. In Sleswick Holstein, out of a popu- 
lation of 604,085, it 18 199,017, or about one-third. The proportion of proprietors 
and farmers to the whole population 1s not given in Sweden; but the Stockholn 
return estimates the average quantity of land annexed to a labourer’s habitation at 
from one to five acres; aud though the Gottenburg return gives a lower estimate, 
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and in Belgium. In all these countries there are, no doubt, large landed 
properties, and a still greater number which, without being large, require 
the occasional or constant aid of hired Jabourers. Much, however, of the 
land 1s owned 1n portions too small to require any other labour than that 
of the peasant and his family, or fully to occupy even that. The capita) 
employed is not always that of the peasant proprietor, many of these 
small propertics being mortgaged to obtain the means of cultivating ; 
but the capital is invested at lus risk, and though he pays interest 
for it, it gives to no one any fight of interference, except perhaps 
cventually to take possession of the land, if the interest ccascs to be 

aid, 

The other case in which the land, labour, and capital, belong to the 
sane peison, 1s the case of slave countries, in which the labomers them- 
selves are owned by the landowner. Our West India colonies before 
emancipation, and the sugar colonies of the nations by whom a similar 
act of justice is still unperformed, are examples of large establishments 
for agricultural and manufacturing labour (the production of sugar and 
rum 1s a combination of both) in which the land, the factones (Gf they 
may be so called), the machinery, and the degiaded labourers, are 
all the property of a capitalist. In this case, as well as in its extreme 
natn the case of the peasant proprietor, there is no division of the 
produce. 

§ 3. When the thiee requisites are not all owned by the same person, it 
often happens that two of them areso. Sometimes the same person owns 
the capital and the land, but not the labour The landloid makes his 
engaycment dnectly with the labourer, and supplies the stock necessary 
for cultivation. This system 1s the usual one in those parts of Continental 
Europe in which the labourers are neither seifs on the one hand, nor 
proprietors onthe other It was the common system in France before the 
Revolution, and 1s stil much practised in some parts of that country, 
when the land is not the propeity of the cultivator. It prevails generally 
in the level districts of Italy, except those purely pastoral, such as the 
Maremma of Tuscany and the Campagna of Rome On this system the 
division of the produce 1s between two classes, the landowner and the 
labourer. 

In other cases again the labourer does not own the land, but owns the 
little stock employed upon 1t, the landlord not being in the habit of supply- 
ing any. This system generally prevailsin Ireland It 1s nearly universal 
in India, and in most countries of the East, whether the government 
retains, as it generally does, the ownership of the soil, or allows portions 
to become, either absolutely or in a qualified sense, the property of 
individuals. In India, however, things aie so far better than in Ireland, 
that the owner of landis in the habit of making advances to the cultivators, 
if they cannot cultivate without them. For these advances the native 

<2 


it adds, that the peasants possess much of the land. In Wurtemberg we are told 
that more than two-thuds of the labouring population are the proprietors of their 
own habitations, and that almost all own at least a garden of from three-quarters 
of an acre toan acre and a half.’ In some of these statements, proprietors and 
farmers are not discriminated ; but ‘all the returns concur in stating the number of 
day-labourers to be very small.’—( Preface to Forergn Communications, p. xxxviii.) 
As the general sta/us of the labouring people, the condition of a workman for hire 
1s almost peculiar to Great Britain. 
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landed proprietor usually demands high interest but the principal land- 
owner, the government, makes them gratuitously, recovering the advance 
after the harvest, together with the rent. The produce 1s here divided as 
before, between the same two classes, the landowner and the labourer. 

These are the principal vanations in the classification of those among 
whom the produce of agricultural labour is distributed. In the case of 
manufacturing industry there never are mote than two classes, the 
labourers and the capitalists. The original artisans in all countries were 
either slaves or the women of the famiy. Inthe manufacturing establish- 
ments of the ancients, whether on a large or on a small scale, the 
labourers were the property of the capitalist. If any manual labour was 
thought compatible with the dignity of a freeman it was only agricultural 
labour. The converse system, in which the capital was owned by the 
labourer, was coeval with free labour, and under it the first great advances 
of manufacturing industry were achieved The artisan owned the loom 
or the few tools he used, and worked on I¥fis own account; or at least 
ended by doing so, though he usually worked for another, first as 
apprentice and next as journeyman, for a certain number of years before 
he could be admitted a master. But the s/a/us of a permanent journcy- 
man, all his life a hired labourer and nothing more, had no place in the 
crafts and guilds of.the middle ages In country villages, where a 
carpenter or a blacksmith cannot live and support hired labourers on the 
returns of his business, he is even now his own workman; and shop- 
keepers in similar circumstances aie their own shopmen, or shopwomen. 
But wherever the extent of the market admits of tt, the distinction 15 now 
fully established between the class of capitalsts, or employers of labour, 
and the class of labouicis; the capitalists, in general, contiubuting no 
other labour than that of direction and supeimntendence. 


CIIAPTER IV. 
OF COMPLIIIION, AND CUSTOM. 


§ 1. UNDER the rule of individual property, the division of the produce 
is the result of two determining agencies : Competition and Custom. It 
is important to ascertain the amount of influence which belongs to each 
of these causes, and in what manner the operation of one is modified by 
the other. 

Political economists generally, and English political economists above 
others, are accustomed to lay almost exclusive stress upon the first of 
these agencies; to exaggerate the effect of competition, and take into 
little account the other and conflicting principle. They are apt to express 
themselves as if they thought that competition actually does, in all cases, 
whatever it can be shown to be the tendency of competition todo This 
is partly intelligible, if we consider that only through the principle of 
competition has political economy any pretension to the character of a 
science. So far as rents, profits, wages, prices are determined by compe- 
tition, laws may be assigned for them. Assume competition to be their 
exclusive regulator, and principles of bioad generality and scientific 

recision may be laid down, according to which they will be regulated. 
he political economist justly deems this his proper business: and as an 
abstract or hypothetical science, political economy cannot be required to 


COMPETITION AND CUSTOM. 171 


do anything more. But it would bea great misconception of the actual 
cours of human affairs, to suppose that competition exercises in fact this 
unlinuted sway. I am not speaking of monopolies, either natural or 
artificial, or of any interferences of authority with the hberty of production 
orexthange. Such disturbing causes have always been allowed for by 
political econonusts. I speak of cases in which there 1s nothing to restrain 
competition ; no hindrance to it either in the nature of the case or in 
artificial obstacles ; yet in whichghe result 1s not determined by compe- 
tition, but by custom or usage ; competition either not taking place at all, 
or producing its effect in quite a different manner from that which is 
ordinarily assumed to be natural to it. 

§ 2. Competition, in fact, has only become in any considerable degree 
the governing principle of contracts, at a comparatively modern period. 
The farther we look back into history the more we see all transactions 
and engagements under the influence of fixed customs. The reason is 
evident. Custom is the most powerful protector of the weak against the 
strong; their sole protector wheie there are no laws or government 
adequate to the purpose. Custom is a barricr which, even in the most 
oppressed condition of mankind, tyranny is forced in some degree to 
respect. To the industrious population, in a turbulent military com- 
munity, fieedom of competition 1s a vain phrase; they are never in a 
condition to make terms for themselves by it. there 1s always a master 
who throws his sword into the scale, and the terms are such as he imposes. 
But though the law of the strongest decides, it is not the interest nor in 
general the practice of the strongest to strain that law to the utmost, and 
every relaxation of it has a tendency to become a custom, and every 
custom to become aight. Rights thus originating, and not competition 
in any shape, determine, in a rude state of society, the share of the produce 
enjoyed by those who pioduce it. The relations, more especially, between 
the Jandowner and the cultivator, and the payments made by the latter to 
the former, are, in all states of society but the most modern, determined 
by the usage of the country. Never until late times have the conditions 
of the occupancy of land been (as a general rule) an affair of competition. 
The occupier for the time has very commonly been considered to have a 
nght to retain his holding, while he fulfils the customary requirements ; 
and has thus become, in a certain sense, a co-proprietor of the soil. Even 
where the holder has not acquired this fixity of tenure, the terms of occu- 
pation have often been fixed and invaniable. 

In India, for example, and other Asiatic communities similarly consti- 
tuted, the ryots, or peasant-farmers, are not regarded as tenants at will, 
or even as tenants by virtue of a lease, In most villages there aie indeed 
some ryots on this piccarious footing, consisting of those, or the descen- 
dants of those, who h’ive settled in the place at a known and compaiatively 
recent period : but all who are looked upon as descendants or representa- 
tives of the origin’il inhabitants, are thought entitled to retain their land, 
as long as they pay the customary rents. What these customary rents 
ale, or ought to be, has indeed, in most cases, become a matter of 
obscurity ; usurpation, tyranny, and foreign conquest having to a great 
degree obliterated the evidences of them. But when an old and purely 
Hindoo puincipality falls under the dominion of the British Government, 
or the management of its officers, and when thg details of the revenue 
system come to be inquired into, it is often found that although the 
demands of the great landholder, the state, have been swelled by fiscal 
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rapacity until all limit is practically lost sight of, it has yet been thought 
necessary to have a distinct name and a separate pretext for each increase 
of exaction ; so that the demand has sometimes come to consist of thirty 
or forty different items, in addition to the nominal rent This circuitous 
mode of increasing the payments assuredly would not have been resorted 
to, if there had been an acknowledged nght in the landlord to mciease 
the rent. Its adoption 1s a proof that there was once an effective limita- 
tion, a 1eal customary rent , and that the understood ight of the ryot to 
the land, so long as he paid rent according to custom, was at some time 
or other more than nominal.* The British Government of India always 
simplifics the tenure by consolidating the various assessments into one, 
thus making the rent nominally as well as really an arbitrary thing, or at 
least a matter of specific agreement . but it sc1upulously respects the 1ight 
of the ryot to the land, though it seldom leaves him much more than a 
bare subsistence. 

In modern Europe the cultivators have gradually emerged from a state 
of personal slavery. The barbanan conqueiors of the Western empue 
found that the easiest mode of managing their conquests would be to 
leave the land in the hands 1n which they found it, and to save themselves 
a labour so uncongenial as the superintendence of tioops of slaves, by 
allowing the slaves to 1¢etain in a certain degree the control of their own 
actions, under an obligation to furnish the lord with provisions and labour. 
A common eapedient was to assign to the seif, for his exclusive use, as 
much land as was thought sufficient for his support, and to make him 
work on the other Jands of his Jord whenever required. By degrees these 
indefinite obligations were transformed into a definite one, of supplying a 
fixed quantity of provisions or a fixed quantity of labour. and as the 
lords, in time, became inclined to employ their income in the purchase of 
luxuries rather than in the maintenance of retainers, the payments in 
kind were commuted for payments in money. Each concession, at first 
voluntary, and revocable at pleasure, giadually acquned the force of 
custom, and was at last recognised and enforced by the tribunals. In 
this manner the serfs progressively rose into a free tenantry, who held 
their land in perpetuity on fixed conditions. The conditions were some- 
times very onerous, and the people very miserable. But their obligations 
were determined by the usage or law of the country, and not by com- 
petition, 

Where the cultivators had never been, strictly speaking, in personal 
bondage, or after they had ceased to be so, the exigencies of a poor and 
little advanced society gave rise to another arrangement, which in some 
parts of Europe, even highly improved parts, has been found sufficiently 
advantageous to be continued to the present day. I speak of the métayer 
system. Under this, the land 1s divided, in small,,farms, among sinvle 
tamihes, the landlord generally supplying the stock which the agricul- 
tural system of the country is considered to require,,and receiving, in 
lieu of rent and profit, a fixed proportion of the produce This propor- 
tion, which is generally paid in kind, 1s usually (as 1s implied in the 
words métayer, mezzatuolo, and medietar tus) one-half. There arc places, 


* The ancient law books of the Hindoos mention in some cases one-siath, in 
others one-fourth of the produce, as a proper rent ; but there 1s no evidence that 


the rules lai! down in those books were, at any period of history, really acted 
upon, 
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however, such as the rich volcanic soil of the province of Naples, whete 
the landlord takes two-thinds, and yet the cultivator by means of an 
excellent agiiculture contrives to live. But whether the proportion 1s 
two-thirds or one half, 1t 1s a fixed propoition ; not vanable fiom farm to 
faim, or fiom tenant to tenant. The custom of the country 1s the univer- 
sal rule ; nobody thinks of raising or loweiing 1ents, or of letting land on 
other than the customary conditions, Competition, as a 1egulator of rent, 
has no existence. 

§ 3. Prices, whenever there was no monopoly, came eather under the 
influence of competition, and are much more universally subject to it, 
than rents: but that influence 1s by no means, even in the picsent state 
of intense competition, so absolute as 1s sometimes assumed ‘Thete is 
no proposition which meets us in the field of political economy oftener 
than this—that there cannot be two prices in the same matket. Such 
undoubtedly 1s the natural effect of unimpeded competition ; yet every 
onc knows that there are, very often, two prices in the same market. 
Not only are there in every large town, and in almost every tiade, cheap 
shops and dear shops, but the same shop often sells the same aiticle at 
different piices to different customeis and, as a general rule, cach 
ietailer adapts his scale of prices to the class of customers whom he 
expects The wholesale tiade, in the great articles of commeice, ts really 
unde: the dominion of competition ‘lhere, the buyers as well as sellers 
aie traders or manufacturers, and their purchases aie not influenced by 
indolence or vulgar finery, but are business transactions In the whole- 
sale matkets therefore it 1s trne as a general proposition, that there are 
not two prices at one time for the same thing: there 1s at each time and 
place a market price, which can be quoted in a price-curient. But retail 
price, the price paid by the actual consumer, seems to feel very slowly 
and imperfectly the effect of competition; and when competition does 
exist, it often, instead of Jowering piices, mercly divides the gains of the 
high pice among a greater number of dealers. Hence it is that, of the 
price paid by the consumer, so large a proportion 1s absoibed by the 
gains of retailers; and any one who inqunes into the amount which 
reaches the hands of those who made the things he buys, will often be 
astonished at its smallness When, indeed, the market, being that of a 
great city, holds out a sufficient inducement to Jaige capital sts to cngage 
in retail operations, 1t 1s gencrally found a better speculation to attract a 
laige business by underselling others, than merely to divide the field of 
employment with then. This influence of competition 1s making itself 
felt more and more through the principal branches of retail trade in the 
Jarge towns; and the rapidity and cheapness of transpoit, by making 
consumers less dependent on the dealers in their immediate neighbour- 
hood, are tending to assimilate more and more the whole country to a 
large town: but hitherto it is only in the gieat centres of business that 
retail transactions have been chiefly, or even much, determined, by com- 
petition. Elsewhere it rather acts, when it acts at all, as an occasional 
disturbing influence: the habitual icgulator 1s custom, modified from 
tine to time by notions existing in the minds of purchases and scllers, of 
some kind of equity or justice. 

In many trades the terms on which business 1s done ate a matter of 
positive arrangement among the trade, who use the means they always 
possess of making the situation of any member eof the body who departs 
from its fixed customs, inconvenient or disagrecable. It 15 well known 
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that the bookselling trade is one of these, and that notwithstanding the 
active spnit of rivalry in the trade, competition does not produce its 
natural effect in breaking down the trade iules. All professional remuner- 
ation 1s 1¢gulated by custom. ‘Lhe fees of physicians, sugeons, and 
barristers, the charges of attoineys, are nearly invariable. Not certainly 
for want of abundant competition in those professions, but because the 
competition operates by diminishing each competitor's chance of fees, 
not by lowering the fees themselves. , 

Since custom stands its ground against competition to so consideiable 
an extent, even where, from the multitude of competitors and the general 
energy in the purstit of gam, the spuit of competition 1s strongest, we 
may be sure that this 1s much more the case where people are content 
with smaller gains, and estimate their pecuniary interest at a lower rate 
when balanced against their ease or their pleasure. 1 believe it will often 
be found, in Continental Europe, that prices and charges, of some or of 
all sorts, are much gher in some places than in others not far distant, 
without its bemg possible to assign any other cause than that it has 
always been so. the customers are used to it, and acquiesce init. An 
entel prising competitor, with sufficient capital, might force down the 
charges, and make his fortune during the process; but there are no 
enterprising competitors ; those who have capital prefer to leave it where 
It 1s, or to make less profit by 1t in a more quiet way. 

These observations must be 1eccived as a general correction, to be 
apphed whenever relevant, whether expressly mentioned or not, to the 
conclusions contained in the subsequent portions of this tieatise Our 
reasonings must, in gencral, proceed as if the known and natural effects 
of competition were actually produced by it, in all cases in which it is not 
restrained by some positive obstacle. Where compctition, though free 
to exist, does not exist, or where it exists but has its natural consequences 
overruled by any other agency, the conclusions will fail more or less of 
being applicable. To escape error, we ought, m applying the conclusions 
of political economy to the actual affans of life, to consider not only what 
wil] happen supposing the maximum of competition, but how far the 
result will be affected if competition falls short of the maximum. 

The states of economical relation which stand first in orde1, to be dis- 
cussed and appreciated, aie those in which competition has no part, the 
arbiter of transactions being either brute force or established usage. 
These will be the subject of the next four chapters. 


CHAPTER V. 
OF SLAVERY. 

§ 1. AMONG the forms which society assumes unde. the influence of 
the institution of property, there are, as I have already remarked, two, 
otherwise of a widely dissimilar character, but resembling in this, that the 
owneiship of the land, the labour, and the capital, is in the same hands. 
One of these cases is that of slavery, the other is that of peasant 
roprietors. In the one, the landowner owns the labour, in the other the 

bourer owns the land. We begin with the fist 
In this system all the produce belongs to the landlord. The food and 
other necessaries of his labourers are part of his expenses. ‘The labourers 
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possess nothing but what he thinks fit to give them, and until he thinks 
fit to take it back ; and they work as hard as he chooses, or is able, to 
compel them. Their wretchedness is only limited by lis humantty, or 
his ‘enlightened sclf-ntcrest.. With the first consideration, we have on 
the present occasion nothing todo. What the second in so detestable a 
constitution of society may dictate, depends on the facilities for importing 
fresh slaves If full-zrown able-bodied slaves can be procured in sufficient 
numbers, and imported at a moderate expense, enlightened self-interest 
will recommend working the sl.®es to death, and 1eplacing them by 
impoltation, in preference to the slow and expensive process of brecding 
them. Nor are the slave-owners generally backwaid in learning this 
lesson. It 12 notorious that such was the practice in our own slave 
colonies, while the slave trade was legal; and it 1s said to be so still in 
Cuba, and in those States of the American Union which receive a 1egular 
supply of negroes from other States. 

When, as among the ancients, the slave-market could only be supplied 
by captives either taken in war, or kidnapped from thinly-scattered 
tuibes on the remote confines of the known wold, it was generally more 
profitable to keep up the number by breeding, which necessitates a far 
better ticatment of them ; and for this reason, joined with sevcial others, 
the condition of slaves, notwithstanding occasional cnormities, was 
probably much less bad the ancient world, than in the colomes of 
modein nations ‘The lIelots are usually cited as the type of the most 
hideous form of pctsonal siavery, but with how little truth, appears from 
the fact that they were regularly armed (though not with the panoply of 
the hophte) and formed an integral part of the military strength of the 
state. They were doubtless an inferior and degiaded caste, but their 
slavery seems to have been one of the least onerous varieties of serfdom. 
slavery appeais in far more fmghtful colours among the Romans, during 
the pened i which the Roman aistociacy was gorging itself with the 
plunde: of a newly-conquered world = ‘Fle Romans were a cruel people, 
and the worthless nobles sported with the lives of their myiiads of slaves 
with the same 1eckless prodigality with which they squandered any other 
part of their ill acquired possessions. Yet, slavery is divested of one of 
Its worst features when it is compatible with hope : enftanchisement was 
easy and common ; enfianchised slaves obtained at once the full nghts of 
citizens, and instances were frequent of their acquiring not only mches, 
but latterly even honours. By the progress of milder legislation under 
the Emperors, much of the protection of law was thrown 1ound the slave, 
he became capable of possessing property, and the evi! altogether assumed 
a considerably gentler aspect. 

Until, however, slavery assumes the mitigated form of villenage, in 
which not only the slave has property and legal 1ights, but his obligations 
are more or less limited by usage, and he partly labours for his own 
Lenefit, his condjtion is seldom such as to produce a rapid growth of 
population. This cannot be from physical privation, for no slave-labourers 
are worse fed, clothed, or lodged, than the fice peasantry of Ireland. 
The cause usually assigned, 1s the great disproportion of the sexes which 
almost always exists where slaves are not bred but imported - this cannot, 
however, be the sole cause, as the negro popalation of our West India 
colonies continued nearly stationary, after the slave trade to those colonies 
Was suppressed. Whatever be the causes, a slag e-population is seldom a 
rapidly imcreasing one. Slave countries, unless of very small extent or 
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limited natural resources, are generally underpeopled in proportion to 
their cultivable land. The labour of the slaves, therefore, under any 
tolerable management, produces much more than is sufficient for their 
support 5 especially as the great amount of superintendence which their 
labour requucs, picventing the dispersion of the population, ensures 
some of the advantages of combined labour Hence, 1n a good soil and 
climate, and with reasonable care of his own interests, the owner of many 
slaves has the means of being rich. 

$2 ‘The influence, however, of such a state of society on production, is 
perfectly well understood It 1s a truism to assert, that labour extorted 
by fear of ptinshment is inefficientand unproductive Its true that m 
some circumstances, human beings can be driven by the lash to attempt, 
and even to accomplish, things which they would not have undertaken 
for any payment which it could have been woith while to an employcr to 
offer them And it 1s likely that productive operations which require 
much combination of Jabour, the production of sugar for example, would 
not have taken place so soon in the American colomes, 1f slavery had not 
existed to keep masses of Jabour together. Theie are also savage tribes 
so aveise to 1egular industry, that industual life 1s scarcely able to 
intioduce itself among them until they are either conquered and made 
slaves of, or become conqucrors and make others so, But after allowing 
the full value of these conside1ations, 1t remains ceitain that slavery 1s 
incompatible with any high state of the arts of Jife, and any real efficiency 
oflabour For all products which require much skill, slave countries are 
always dependent on foreigners Jlopeless slavery effectually brutifies 
the intellect ; and intelligence in the slaves, though often encouiaged in 
the ancient woild and in the East, 1s in a more advanced state of socicty 
a source of so much danger and an object of so much dread to the 
masters, that m some countries it 1s a highly penal offence to teach a 
slave to1ead All processes carned on by slave labour are conducted in 
the rudest and most unimproved manner And even the animal strength 
of the slave 15, on an average, not half exerted The mildest form of 
slavery 18 celtainly the condition of the serf, who 1s attached to the soil, 
supports himselt from Ins allotment, and works a ceitai number of days 
in the week for his lord. Yet there 1s but one opinion on the extreme n- 
efficiency of seif labour The following passage 1s fiom Professor Jones,* 
whose Essay on the Distiibution of Wealth (or rather on Rent), 1s a 
copious 1epertory of valuable facts cn the landed tenures of different 
countiics 

‘The Russians, or rather those German writers who have observed the 
manners and habits of Russia, state some strong facts on this point. Two 
Middlesex mowers, they say, will mow in a day as much grass as six 
Russian serfs, and in spite of the dearness of piovisons in England and 
their cheapness in Russia, the mowing a quantity of hay which would 
cost an English farmer half a copeck, will cost a Russian proprictor three 
or four copecks | The Prussian counsellor of state, Jacob, 1s considered 
to have proved that in Russia, where everything 1s cheap, the labour of a 
serf is doubly as e\pensive as that of a labourer in England M Schmalz 
gives a staitling account of the unproductiveness of se1f labour in Prussia, 


* Essay on the Distribution of Wealth and on the Sources of Taxation, By the 
Rev. Richard Jones. Pagees5o 
t ‘Schmalz, Aeenomee Politeque, French translation, vol. i, p. 66,' 
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from his own knowledge and observation.* In Austria, it is distinctly 
stated, that the labour of a serf 1s equal to only one-third of that of a free 
hired labourer. ‘This calculation, made in an able work on agriculture 
(with some extracts fiom which I have been favoured), 1s applied to the 
practical purpose of deciding on the number of Jabourcis necessary to 
cultivate an estate of a given magnitude. So palpable, indeed, are the ul 
effects of labour rents on the industry of the agricultural population, thzt 
in Austria itself, where proposals fgr changes of any kind do not readily 
make their way, schemes and plans for the commutation of labour rents 
are as popular as in the more stuiing German provinces of the North.’ 

What 1s wanting in the quality of the labour itself, 1s not made up by 
any excellence m the direction and superintendence. As the same 
wiiter | remarks, the landed proprictors ‘are necessaily, m_ then 
character of cultivators of their own domains, the only guides and 
directors of the industry of the agricultural population,’ since there can 
be no intermediate class of capitalist farmeis where the labourers are the 
property of the lord. Great landowners are everywhere an idle class, or, 
if they labour at all], addict themselves only to the more exciting kinds of 
exertion ; that lion’s share which superiors always reserve for themselves. 
‘It would,’ as Mr. Jones observes, ‘be hopeless and irrational to expect 
that a race of noble proprietors, fenced 1ound with privileges and dignity, 
and attracted to military and political pursuits by the advantages and 
habits of their station, should ever become attentive cultivators as a body.’ 
Even in England, if the cultivation of every estate depended upon its 
propiictor, anyone can judge what would be the result. There would be 
a few cases of great science and energy, and numerous individual instances 
of moderate success, but the gencial state of agriculture would be 
contemptible. 

§ 3 Whether the propiictors themselves would lose by the emanci- 
pation of their slaves, is a different question from the comparative 
effectiveness of free and slave labour to the community. There has beens 
much discussion of this question as an abstiact thesis, as if it could 
possibly admit of any universal solution. Whether slavery or fiee labour 
Is most profitable to the employer, depends on the wages of the fiee 
labourer. These, again, depend on the numbers of the labouiing popu- 
Jation, compared with the capital and the land. Hired labour 1s generally 
so much more efficient than slave labour, that the employer can pay a 
considerably gieater value in wages, than the maintenance of his slaves 
cost him befoie, and yct be a gainer by the change: but he cannot do 
this without limit. The dechne of serfdom in Europe, and its extinction 
in the Western nations, was doubtless hastened by the changes which the 
“growth of population must have made in the pecuniary interests of the 
master. As populati®n pressed harder upon the land, without any 
Improvement in agiicultuie, the maimtenance of the serfs necessarily 
became more costly, and their labour less valuable With the rate of 
Wages such as it 1s in Ireland, or m England (where, in proportion to its 
efficiency, labour is quite as cheap as in Ireland), no one can for a moment 
imagine that slavery could be profitable. If the Irish peasantry wcre 
slaves, their masters would be as willing, as their landlords now aie, to 
pay large sums merely to get rid of them. In the rich and underpeopled 
soil of the West India islands, there is just as little gloubt that the balance 


* Vol, ii, p. 107." t Jones, pp. 53) §4 
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of profits between free and slave labour was greatly on the side of 
slavery, and that the compensation granted to the slave-owners for its 
abolition was not more, but in all probability less, than an equivalent for 
their loss. 

More necds not be said here on a cause so completely judged and 
decided as that of slavery. It will be curious to sce how long the other 
nations possessing slave colonies will be content to remain behind 
England 1n a matter of such concernment both to justice, which decidedly 
is not at present a fashionable virtue? and to philanthropy, which cei tainly 
is so.* Europe is far more inexcusable than Amctica in tolerating an 
enormity, of which she could rid herself with so much gieater ease. I 
speak of negro-slavery, not of the servage of the Slavonic nations, who 
have not yet advanced beyond a state of civilization corresponding to the 
age of villenage in Western Europe, and can only be expected to emerge 
from it in the same gradual manner, however much accelerated by the 
salutary influence of the ideas of more advanced countries. 


CHAPTER VI. 
ON PEASANT PROPRIETORS. 


§ 1. IN the régime of peasant properties, as in that of slavery, the 
whole produce belongs to a single owner, and the distinction of rent, 
profits, and wages, does not exist Jn all other respects, the two states 
of society are the extreme opposites of each other. The one is the 
state of greatest oppression and degradation to the labouring class. The 
other 1s that in which they are the most uncontrolled arbiters of their 
own lot. 

The advantage, however, of small propeities in land, is one of the most 
flisputed questions in the 1ange of political economy. On the Continent, 
though there are some dissentients from the prevailing opinion, the 
benefit of having a nuincious proprietary population exists in the minds 
of most people im the form of an axiom. But English authorities are 
either unaware of the judgment of Continental agriculturists, or are 
content to put it aside, on the plea of their having no expeuience of large 

roperties in favourable circumsiances : the advantage of large properties 
bane only felt where there are also large farms; and as this, in arable 
districts, implics a greater accumulation of capital than usually exists on 
the Continent, the great Continental estates, eacept in the case of grazing 
farms, are mostly let out for cultivation in small portions. There 1s some 
truth in this; but the argument admits of being retorted; for if the 
Continent knows little, by experience, of cultivatiqn on a large scale and” 
by large capital, the genetality of English writers are no better acquainted 
practically with peasant proprictois, and have alimgst always the most 
erroneous ideas of their social condition and mode of life. Yet the old 
traditions even of England are on the same side with the general opinion 
of the Continent. The ‘yeomanry’ who were vaunted as the glory of 


* Denmark has the honour of being the first Continental nation which followed 
the eaample of England ; and the emancipation of the slavcs was one of the earliest 
acts of the French Provisional Government. Still more recently, the progiess of 
the American mind towa@ds a determination to rid itself of this odious stain has 
been manifested by very gratifying symptoms, 
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England while they existed, and have been so much mourned over since 
they disappeared, were either small proprictors or small farmers, and if 
they were mostly the last, the character they bore for sturdy mde- 
pendence 1s the more noticeable. There is a part of England, unfortu- 
nately a very small part, where peasant proprictors are still common ; for 
such are the ‘statesmen’ of Cumberland and Westmoreland, though they 
pay, I believe, generally if not universally, certain customary dues, 
which, being fixed, no more affect their character of proprietors than the 
land-tax does. There 1s but one voice, among those acquainted with the 
country, on the admirable effects of this tenure of land in those counties, 
No other agticultural population in England could have furnished the 
originals of Wordsworth’s peasantry.* 

The general system, however, of English cultivation, affording no ex- 
perience to render the nature and opcration of peasant properties familiar, 
and Englishmen being in general profoundly ignorant of the agricultural 
economy of other countries, the vey ideaof peasant proprictors 1s strange 
to the English mind, and docs not easily find access to it. Even the 
forms of language stand in the way: the familiar designation for owneis 
of land being ‘landlords,’ a term to which ‘tenants’ is always understood 
as a correlative When, very recently, the suggestion of peasant pro- 
perties as a means of Irish improvement found its way into parliamentary 
and newspaper discussions, there were writers of pretension to whom the 
word ‘ proprietor’ was so far from conveying any distinct idea, that they 
mistook the small holdings of Irish cottier tenants for peasant propcrties. 
The subject being so little understood, I think it important, before enter- 
ing into the theory of it, to do something towards showimg how the case 
Stands as to matter of fact; by exhibitung, at gieater length than would 
otherwise be admissible, some of the testimony which eaists respecting 
the state of cultivation, and the comfort and happiness of the cultivators, 
in those countiies and parts of countries, in which the greater part of the 


e 
* In Mr. Wordsworth’s little descriptive work on the scenery of the Lakes, he 
speahs of the upper part of the dales as having been fer centunes ‘a perfect re- 
public of shepherds and agriculturists, proprietors, for the most part, of the lands 
which they occupied and cultivated. The plough of each man was confined to the 
maintenance of his own family, or to the occasional accommodation of his neigh- 
bour. Two or three cows furnished each family with milk and cheese. The chapel 
was the only edifice that presided over these dwellings, the supreme head of this 
pure commonwealth ; the members of which existed in the midst of a powerful 
empnie, hhe an ideal society, or an organized community, whose constitution had 
been imposed and regulated by the mountains which protected it. Neither high- 
born nobleman, knight, nor esquire was here ; Lut many of these humble sons of 
the hills had a consctousness that the land which they walked over and tlled had 
for more than five hundred years heen possessed by men of their name and blood, 
- « . Corn was grown in these vales sufficient upon each estate to furnish bread for 
each family, no more.» The storms and moisture of the climate induced them to 
sprinkle their upland property with outhouses of native stone, as places of shelter 
for their sheep, where, in tempestuous weather, food was distiubuted to them. 
Every family spun from its own flock the wool with which it was clothed; a 
weaver was here and there found among them, and the rest of their wants was sup- 
pled by the produce of the yarn, which they carded and spun in their own houses, 
and carried to market either under their arms, or more frequently on pachhorses, a 
small train taking their way weekly down the valley, or gver the mountains, to the 
most commodious town.’—A Description of the Scenery of the Lakes wn the Nos th 
of England, 3rd edit. Pp. 50 to 53 and 63 lo 65. 
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land has neither landlord nor farmer, other than the labourer who tills the 
soil. 

§ 2. I lay no stress on the condition of North America, where, as Is 
well known, the and, wherever free from the curse of slavery, is almost 
universally owned by the same person who holds the plough. A country 
combining the natural fertility of America with the knowledge and arts of 
modern Europe, 1s so peculianly circumstanced, that scarcely anything, 
except insecurity of property or a tyrannical governmert, could materially 
impair the prosperity of the industri@us classes 1 might, with Sismondi, 
insist more strongly on the case of ancient Italy, espec ally Latium, that 
Campagna which then swarmed with inhabitants in the very regions 
which under a contrary régime have become uninhabitakle from malaria. 
But I prefer taking the evidence of the same wiitcr on things known to him 
by personal observation. 

‘C’est surtout la Suisse,’ says M. de Sismond, ‘qu’il faut parcourir, 
quil faut étudier, pour yuger du bonheur des paysans propiictaires. C’est 
la Suisse qu’il faut appiendre & connaitie pour se convaincre que lagri- 
culture pratiquée par ceux-la méme qui en recueillent les fruits suffit pour 
procurer une grande aisance 4 une population trés nombieuse; une 
grande indépendance de caractétre, fruit de lindépendance des situations ; 
un grand commerce de consommation, cons¢équence du bien-¢tre de tous 
Jes habitans, méme dans un pays dont le clmat est rude, dont le sol est 
médiocrement fertile, et ot les gelées tardives et P'inconstance des saisons 
détruisent souvent Pespoir du laboureur On ne saurait voir sins admira- 
tion ces maisons de bois du moindre paysan, si vastes, si bien closes, si 
bien construites, si couvertes de sculpture. Dans Pintéieur de grands 
coiridors dégagent chaque chambre de Ja nombreuse famille ; chaque 
chambre n’a qu’un lit, et il est abondamment pourvu de rdecaux, de cou- 
vertures, et du linge le plus blanc; des meubles soignés Pentourent , les 
armoires sont remplies de linge, la laiterie est vaste, ac¢rée, et d’une 
netteté exquise ; sous le méme toit on trouve de grands approvisionne- 
mens de blié, de viande salée, de fromage et de bois; dans les étables 
on voit le bétail Je mieux soigné et le plus beau de !Europe ; le jardin est 
olanté de fleurs, les hommes comme les femmes sont chaudement et propre- 
inent habillés, les derniéres conservent avec orgueil leur antique costume ; 
tous portent sur leur visage l’empreinte de la vigueur et de la santé. Que 
d’autres nations vantent leur opulence, la Suisse pourra touwours leur 
opposer avec orgueil ses paysans.”* 

The same eminent writer thus expresses his opinion on peasant 
propnietorship in gencral. 

‘Partout ou lon retrouve les paysans propriétaires, on retrouve aussi 
cette aisance, cette sécurité, cette confiance dans l’avenir, cette indé- 
pendance qui assurent en méme temps le bonheur et la vertu. Le 
paysan qui fait avec ses enfans tout Pouvrage de son petit hénitage, 
qui ne paie de fermage 4 personne au-dessus de Jim, mi de salaire 4 
personne au dessous, qui régle sa production sur sa consommation, qui 
mange son propre blé, boit son propre vin, se revét de son chanvie ct de ses 
Jaines, se soucie peu de connaitre Ies prix du marché ; car 11 a pcu 4 vendre 
et peu a acheter, et 1 n’est jamais ruiné par les révolutions du commerce. 
Loin de craindre pour l'avenir, 1] le voit s'embellir dans son espérance; car 11 


* Etudes sur 0 Economie Politique, Essa: 111. See a'so to the same effect 
Laing’s Motes of a Traveller, p. 354. 
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met 4 profit pour ses sae pour les siécles qui viendiont, cha.un des 
instans que ne requiert pas de lu: Je travail de Yannée. 11 lm a suffi de 
donner peu de momens de travail pour mettre en terre le noyau qui dans 
cent ans sera un grand arbre, pour creuser l’aquéduc qui séchera a jamais 
son champ, pour foimer le conduit qui Jur améneia une source d’eau vive, 
pour amé¢horer par des soins souvent répétés mais d¢robés sur les instans 
perdus, toutes les espéces d’animaux et de végétaux dont il s'entoure Son 
petit patrimoine est une vraie caisse d’épargnes, toujours préte a recevoir 
tous ses petits profits, 4 utiliser tougyses momens dle loisir La puissance 
toujours agissante de Ja nature les féconde, et les Im rend au centuple. 
Le paysan a vivement le sentiment de ce bonheur attaché 4 la condition 
de piopritaire. Aussi est-11 toujours empressé d’acheter de la terre A 
tout prix. Il Ja pare plus quelle ne vaut, plus qu'elle ne Jui rendia peut- 
étre ; mais combien n’a-t-1l pas raison d’estimer a un haut prix Pavantage 
de placer désormais toujours avantageusement son travail, sans ¢étie 
obligé de l’offmr au rabais ; de trouver toujours au besoin son pain, sans 
étre obligé de le payer 2 Penchéie. 

‘Le paysan proprictane est de tous les cultivateurs celui qui tire le plus 
de paiti du sol; parceque cest celur qui songe Je plus 4 Vavenir, tout 
comme celui qui a été le plus éclairé par Pexpérience ; c’est encore lui qui 
met le mieux 2 profit le travail humain, paiceque répartissant ses occu- 
pations entre tous les membres de sa famille, 11 en réserve pour tous les 
jours de année, de manitre 4 ce quil ny ait de chémage pour pelsonne: 
de tous les cultivateurs 11 est le plus heureux, et en méme temps, sur un 
espace donné, la terre ne nournit bien, sans s’épuiser, et n’occupe jamais 
tant d@habitans que lorsqu’ils sont propriétaires; enfin de tous les 
cultivateurs le paysan proprictaire est cclu: qui donne le plus d’en- 
couragement av commerce et 4 l’industric, parcequ’il est le plus riche.’* 

This picture of unwearied assiduity, and what may be called affectionate 
interest in the land, 1s boine out in regard to the more imtelligent Cantons 
of Switzerland by English observers. ‘In walking anywhere in the neigh- 
bourhood of Zunch, says Mr. Inglis, ‘in looking to the nght or to the 
left, one 1s struck with the extraordinary industry of the inhabitants ; and 
if we leain that a proprietor here has a return of ten per cent, we are 
inclined to say, “he deserves it.” I speak at present of country labour, 
though I believe that in every kind of trade also, the people of Zurich are 
remarkable for their assiduity ; but in the industry they show in the 


* And in another work (Moureanx Principes d’ Economie Polrtique, ww. wr, 
ch. 3) he says: ‘(Quand on traverse la Suisse presqu’entiére, plusieurs provinces 
de France, d’Itahe, ct d’Allemagne, 1] n’est pas besoin de demander, en regardant 
chaque partie de terre, si elle appartient 4 un cultivateur propiictaire ou A un 
fermier. Les soins bien entendus, les jouissances préparées au laboureur, la parure 
que la campagne a reque de ses mains, indiquent bien vite Je premier. II est vrai 
qu un gouvernement oppfessif peut détruire Paisance et abrutur I’intellagence que 
devait dom er la propricté, que l’impot peut enlever le plus net du produit des 
champs, que l’insolenee des agens du pouvoir peut troubler la sécurtd des paysans, 
que Vimpossibilité d’obtemr justice contre un puissant vorsin peut jeter le 
decouragement dans ] ime, et que, dans le beau pays quia été rendu a |’adminis- 
tiation du Roi de Sardaigne, un propnidtane porte aussi bien qu'un journalier 
Yuniforme de Ja mistre.” He is heie speaking of Savoy, where the peasants are 
generally proprietors , and according to authentic accounts, extremely miserable, 
But, as M. de Sismondi continues, ‘On a beau se conformer 4 une seule des 
regles de I’économie politique, elle ne peut pas opérerele bien 2 elle seule; du 
moins elle diminue le mal,’ 
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cultivation of their land I may safely say they are unrivalled. When 
I used to open my casement between four and five in the morning to 
look out upon the lake and the distant Alps, I saw the labourer in “the 
fields ; and when I ictuined from an evening walk, long afte: sunset, as 
late, pethaps, as half- ee eight, there was the’ labouter, inowing lus grass, 
or tying up his vines. . . Itis impossible to look at a ficld, a garden, a 
hedging, scarcely even a tree, a flower, or a vegetable, without perceiving 
proofs of the eatreme care and ait agit that are bestowed upon the 
cultivation of the soil. If for example, a path leads through, or by the 
side of a field of grain, the corn is not, as in England, permitted to hang 
over the path, exposed to be pulled or trodden down by every passer by ; 
it is everywhere bounded by a fence, stakes are placed at intervals of 
about a yard, and, about two or thice feet from the giound, boughs of 
trees are passed longitudinally along. If you look into a field towards 
evening, where there are large beds of cauliflower or cabbage, you will 
find that every single plant has been watered. In the gardens, which 
around Zurich are extremcly large, the most punctilious care 1s evinced in 
every production that grows. The vegetables are planted with seemingly 
mathematical accuracy ; not a single weed 1s to be seen, nor a single 
stone. J lants are not eaithed up as with us, but are planted in a small 
hollow, mto each of which a little manure is put, and each plant 1s 
watered daily. Where sceds are sown, the earth directly above is broken 
into the finest powder ; every shi ub, every flower is tied to a stake, and 
where there 1s wall-fruit a trellis is erected against the wall, to which the 
boughs are fastened, and there is not a single thing that has not its 
appropriate 1esting place. = 

Of one of the 1emote valleys of the High Alps the same wiiter thus 
expresses himself + :-— 

‘In the whole of the Engadine the land belongs to the peasantry, who, 
like the inhabitants of every other place whcre this state of things exists, 
vary greatly in the extent of their possessions. .. . Generally speaking, 
an Engadine peasant lives entirely upon the pr oduce of his land, with the 
exception of the few articles of foreign giowth required in his famuly, such 
as coffee, sugar, and wine. Flax 1s grown, prepared, spun, and woven, 
without ever leaving his house He has also his own wool, which is 
converted into a blue coat without passing through the hands of either 
the dyer or ihe tailor. The country 1s incapable of greater cultivation 
than it has received. All has been done for it that industry and extreme 
love of gain can devise. There is not a foot of waste land in the 
Engadine, the lowest part of which is not much lower than the top of 
Snowdon, Wherever yiass will grow, there it 1s; wherever a 1ock will 
bear a blade, verduie 1s seen upon it ; wherever an car of rye will ipen, 
there it 1s to be found. Barley and vats have alsoheir appropriate spots ; 
and wherever it 1s possible to mpen a little patch of wheat, the cultivation 
of it is attempted. In no country in Europe will be found so few poor as 
in the Engadine. In the village of Suss, which contains about six 
hundred inhabitants, there is not a single individual who has not where- 
withal to live comfortably, not a single individual who is indebted te 
others for one morsel that he eats.’ 


* Switzerland, the South of Fiance, and the Pyrenees, in 1830, By H. D, 
Inglis. Vol. i. ch.2. @ 
+ Ibid. ch. 8 and 10, 
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‘Notwithstanding the general prosperity of the Swiss peasantry, this 
total absence of pauperism and (it may also be said) of poverty, cannot be 
predicated of the whole country ; the largest and richest canton, that of 
Berne, being an example of the contrary ; for although, in the parts of it 
which ate occupied by peasant pioprictors, their industry 1s as remarkable 
and their ease and comfort as conspicuous as elsewhere, the canton 1s 
buithened with a numerous pauper population, through the opcration of 
the worst regulated system of pooi-law administration in Euiope, except 
that of England before the new Poer Law. Nor 1s Switzetiand in some 
other respects a favourable example of all that peasant properties might 
effect. ‘There exists a seiics of statistical accounts of the Swiss cantons, 
drawn up mostly with great care and intelligence, containing detailed 
information, of tolerably recent date, respecting the condition of the land 
and of the people. From these, the subdivision appears to be often so 
minute, that it can hardly be supposed not to be excessive ; and the 
indebtedness of the proprietors in the flourishing canton of Zurich 
‘boiders’ as the writer expresses it, ‘on the incredible ;* so that ‘ only 
the intensest industry, frugality, temperance, and complete fieedom of 
commerce enable them to stand their ground.’ Yet the general con- 
clusion deducible from these books 1s that since the beginning of the 
century, and concurrently with the subdivision of many great estates 
which belonged to nobles or to the cantonal governments, there has been 
a stuking and rapid improvement in almost every department of agricul- 
ture, as well as in the houses, the habits, and the food of the people. The 
writer of the account of Thurgau goes so far as to say, that since the sub- 
division of the feudal estates into peasant propertics, it 1s not uncommon 
for a thud or a fourth part of an estate to produce as much grain, and 
support as many head of cattle, as the whole estate did before.t 

§ 3. One of the countries in which peasant proprietors are of oldest 
date, and most numerous in pioportion to the population, is Norway. Of 
the social and economical condition of that country an interesting account 
has been given by Mr Laing. His testimony in favour of small landed 
propertics both there and elsewhere, 15 given with gieat decision, 1 shall 
quote a few passages. 

‘If small proprietors are not good farmers, it is not from the same 
cause here which we are told makes them so in Scotland—indolence and 
want of exertion. The extent to which urigation 1s carried on in these 
glens and valleys shows a spirit of exertion and co-oferatzon’ (I request 


* ‘Eine an das unglaubliche granzende Schuldenmasse’ is the expression. 
(Zfaston asch-veooraphisch-statisches Gemalde der Schwecs. Erster Theil. Der 
Kanton Zuruh. Von Gerold Meyer von Knonau, 1834, pp. 80-1.) There are 
villages in Zurich, he adds, in which there 1s not a single property unmortgaged. 
It does not, however, follww that each individual proprictor 1s deeply involved be- 
eause the aggregate mass of incumbrances is large. In the Canton of Schatihausen, 
for instance, it 1s stated that the landed properties are almost all mortgaged, but 
iarely for more than one-half their registered value (Zivol//ler Theil. Der Kanton 
Schaffhausen, von Edwaid lin-Thurn, 1840, p. 52), and the mortgages are often for 
the improvement and enlargemcnt of the estate, (Swedensehuir Thal. Der 
Kanton Thurgau, von J. A. Pupshofer, 1837, p. 209.) 

t ‘Denselben Eifolg hat die Vertheilung der chemaligen grossen Lehenhofe in 
mehrere klemere eigenthumliche Banernguter. Es its gar nicht selten, dass ein 
Drittheil oder Viertheil eines solchen Hofes nun eben sg@icl Getreide hefert und 
eben so viel Stuck Vieh unterhalt als vormals der ganze Hof.’ (7hureau, p. 72.) 
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particular attention to this point) ‘to which the latter can show nothing 
similar. Hay being the principal winter support of live stock, and both 
it and corn, as well as potatoes, liable, from the shallow soil and powe: ful 
reflection of sunshine from the rocks, to be buint and withercd up, the 
greatest exertions are made to bring water from the head of each glen, 
along such a level as will give the command of it to each farmer at the 
head of his fields. This 1s done by leading it 1n wooden troughs (the 
half of a tree roughly scooped) from the highest perennial stream among 
the hills, through woods, across ravines, along the rocky, often perpen- 
dicular, sides of the glens, and from this main trough giving a lateral one 
to each farmer in passing the head of ns farm. He distributes this supply 
by moveable troughs among his fields; and at this season waters each 
rig successively with scoops hke those used by bleachers in watering 
cloth, laying his trough between every two ngs. One would not believe, 
without seeing it, how very large an extent of land 1s traversed expe- 
ditiously by these artificial showers. The extent of the main troughs 1s 
very gieat. In one glen I walked ten miles, and found it troughed on 
both sides: on one, the chain 1s continued down the main valley for forty 
miles. Those may be bad farmers who do such things, but they are 
not indolent, nor ignorant of the principle of working in concert, and 
keeping up establishments for common benefit. They are, undoubtedly, 
in these respects, far in advance of any community of cottars in our 
Highland glens. They feel as proprictors, who receive the advantage of 
their own exertions. The excellent state of the roads and bridges 1s 
another proof that the country 1s inhabited by people who have a common 
interest to keep them under repair. There are no tolls’ 

‘It is, I am aware, a favourite and constant observation of our agricul- 
tural writers, that these small proprietors make the worst farmers. It 
may be so; but a population may be in a wietched condition, although 
their country 1s very well farmed ; or they may be happy, although bad 
cultivators ... Good farming 1s a phrase composed of two words which 
have no more application to the happiness or well-being of a people than 
good weaving or good tron founding. That the human powers should be 
well applied, and not misapplied, in the production of grain, or iron, or 
clothing, is, no doubt, an object of great importance ; but the happiness 
or well-being of a people does not entirely depend upon it J/¢ has more 
effect on their numbers than on their condition, ‘The producer of giain 
who is working for himself only, who is owner of his Jand. and has not a 
third of .1s produce to pay as rent, can afford to be a worse farmer by 
one-third, than a tenant, and 1s, notwithstanding, in a picferable condition. 
Our agricultural writers tell us, indeed, that labourers in agriculture are 
much better off as farm-servants than they would he as small propnictors. 
We have only the master’s word for this. Ask the servant. The colonists 
told us the same thing of their slaves. If property 1s a,good and desirable 
thing, I suspect that the smallest quantity of it 1s good and desirable ; 
and that the state of society in which it 1s most widely diffused 1s the best 
constituted * 

On the effects of peasant propnctorship on the Continent generally, the 
game writer expresses himself as follows : T— 

‘If we listen to the large farmer, the scientific agriculturist, the’ [English] 

6 


* Laing’s Journal af a Residence in Norway, pp. 36 40 
+ Notes of a Traveller, pp. 299 et seqq. 
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‘ poli economist, good farming must perish with large faims ; the very 
idea that gocd farming can exist, unless oh large farms cultivated with 
great capital, they hold to be absurd. Diaiming, manuring, economical 
arrangement, cleaning the land, regular rotations, valuable stock and 
implements, all belong exclusively to large farms, worked by large capital, 
an by hired labour. This reads very well; but if we 1a1se our eyes from 
their books to their fields, and coolly compare what we see in the best 
districts farmed in large farms, wath what we see in the best districts 
farmed in small faims, we see, and there 19 no blinking the fact, better 
crops on the giound in Flanders, ast Friesland, Holstein, in short, on 
the whole line of the arable land of equal quality of the Continent, from 
the Sound to Calais, than we sce on the line of British coast opposite to 
this linc, and in the same latitudes, from the Fiith of Forth all round to 
Dover. Minute labour on small portions of arable ground gives evidently, 
in equal soils and climate, a superior productiveness, where these small 
portions belong in property, as in Flanders, Holland, Friesland, and 
Ditmarsch in Holstein, to the farmer. It 1s not pretended by our ayri- 
cultural writers, that our large farmers, even in Berwickshire, Roxbuigh- 
shue, or the Lothians, approach to the garden-lhke cultivation, attention 
to manures, drainage, and clean state of the land, or in productiveness 
from a small space of soil not onginally rich, which distinguish the small 
faimers of Flandeis, or then system In the best-faimed parish in 
Scodand or England, more land 1s wasted in the corneis and bordeis of 
the fields of large farms, in the roads through them, unnecessarily wide 
because they are bad, and bad because they are wide, in neglected 
commons, waste spots, useless belts and clumps of sorry trees, and such 
unproductive areas, than would maintain the poor of the pazish, if they 
were all laid together and cultivated. But large capital apphed to farming 
is of course only apphed to the very best of the soils of a country. It 
cannot touch the small unproductive spots which require more time and 
labour to fertile them than 1s consistent with a quick return of capital. 
But although hued time and Jabow cannot be apphed beneficially to such 
cultivation, the owners own time and labour may. He is working for no 
higher returns at first from his land than a bare living But im the course 
of yenerations feitility and value are produced ; a better living, and even 
very nnproved processes of husbandry, ate attained. Furrow draining, 
stall feeding all summen, hquid manures, are universal in the husbandry 
of the small farms of Flandeis, Lombardy, Switzerland. Our most 
Improving districts under large farms are but beginning to adopt them. 
Dairy husbandry even, and the manufacture of the largest cheeses by the 
co-operation of many small farmers,* the mutual assurance of property 


* The manner in whiok the Swiss peasants combine to cairy on cheesemaking 
by thar united capital deserves to be noted. ‘ Each pansh in Switzerland hires a 
man, generally fom the district of Gruyére in the canton of Freyburg, to take care 
of the herd, and make the cheese. One cheeseman, one pressman or assistant, and 
one cowherd, are considered necessary for every forty cows, The owners of the 
cows get credit each of them, in a book datly, for the quantity of milk given by 
cach cow. The cheeseman and his assistants milk the cows, put the milk 
all together, and make cheese of it, and at the end of the season each owner re- 
ceives the weight of cheese proportionable to the quantity of the milk his cous 
have delivered. By this co-operative plan, instead of the small-sized unmarketable 
cheeses only, which each could produce out of his three or four cows’ milk, he has 
the same veight in large marketable cheese superior 1n quality, Lecause made by 
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against fire and hail-storms, by the co-operation of small faimers—the 
most scientific and expensive of all agricultural operations in modern 
times, the manufacture of beet-root sugar —-the supply of the European 
markets with flax and hemp, by the husbandiy of small faimers—the 
abundance of legumes, fruits, poultry, in the usual diet even of the lowest 
classes alnioad, and the total want of such vatiety at the tables even of 
our middle classes, and this vaticty agd abundance essentially connected 
with the husbandry of small farmeis--all these are features in the occu- 

ation of a country by small propiictor-farmers, which must make the 
Inquirer pause before he admits the dogma of our land doctors at home, 
that large farms worked by hired labour and great capital can alone bri z 
out the gieatest productiveness of the soil, and furnish the greatest supply 
of the necessaries and conveniences of life to the mhabitants of a county,’ 

§ 4. Among the many flourishing 1egions of Germany in which peasant 
properties prevail, I select the Palatinate, for the advantage of quoting, 
from an English source, the results of recent peisonal observation of its 
agriculture and its people. Mr. Howitt, a wnter whose habit it 1s to see 
all Enghsh objects and English socialities e deauz, and who, in treating 
of the Rhemsh peasantry, certainly does not undeirate the rudeness of 
their implements, and the inferiority of their ploughing, nevertheless shows 
that under the invigorating influence of the feelings of propiictoiship, 
they make up for the imperfections of their apparatus by the intensity of 
their application. ‘The peasant hatrows and cleats Ins Jand till it 15 in 
the nicest order, and it 15 admuable to see the crops which he obtains ’* 
‘The peasantst are the great and ever-present objects of country life 
They are the great population of the country, bec wuse they themselves are 
the possessors. This country 1s, in fact, for the most part, in the hands 
of the people. It 1s parcelled out among the multitude..... The 
peasants aie not, as with us, for the most part, totally cut off from 
property in the soil they cultivate, totally dependent on the labour afforded 
by others—they are themselves the propuetois. It is, perhaps, fiom this 
cause that they are probably the most industiious peasantry in the world. 
They labour busily, early and late, because they feel that they are labou- 
ing for themselves. . . . . ‘The German peasants work hard, but they have 
no actual want. Every man has his house, his otchard, his roadside trees, 
commonly so heavy with fruit, that he 1s obliged to prop and secure them 
all ways, or they would be torn to pieces. He has huis corn-plot, his plot 
for mingel-wurzel, for hemp, and soon. Hes his own master ; and he, 
and every member of his family, have the strongest motives to Jabour. 
You see the effect of this in that uniemitting diligence which 1s beyond 
that of the whole world besides, and his economy, which 1s still gieater. 
The Germans, indeed, are not so active and lively as the English. You 
never see them ina bustle, or as though they meant to knock off a vast 
deal in a little time... .. They are, on the contiary; slow, but for ever 


people who attend to no other business. The cheeseman and his assistants are 
paid sv much per head of the cows, in money or 1n cheese, or sometimes they hire 
the cows, and pay the owners in money or cheese.’—Notes of a Traveller, p 351. 
A similar system exists in the French Jura. One of the most remarkable points in 
this interesting case of combination of labour, is the confidence which it supposes, 
and which experience mus: justify, in the integrity of the persons employed, 

* Rural and Domestic Life of Germaity, p. 27. 

+ Ibid, p. 40. 
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doing. They plod on from day to day, and year to year—the most 
patient, untirable, and persevering of animals. The English peasant is so 
cut off from the idea of property, that he comes habitually to look upon it 
as a thing from which he is warned by the laws of the large proprietors, 
and becomes, in consequence, spiritless, purposeless. .... The German 
bauer, on the contrary, looks on the country as made for him and his 
fellow-men. He feels himself a man; he has a stake in the country, as 
good as that of the bulk of his neighbouis ; no man can threaten him 
with ejection, or the workhouse, so long as he is active and economical, 
He walks, therefore, with a bold step; he looks you in the face with the 
air of a free man, but of a respectful one.’ 

Of their industry, the same writer thus further speaks: ‘There is not 
an hour of the year in which they do not find unceasing occupation. In 
the depth of winter, when the weather permits them by any means to get 
out of doors, they are always finding something to do. They carry out 
their manure to their lands while the frost 1s in them. If there is not 
frost, they are busy cleaning ditches and felling old fruit trees, or such as 
do not bear well. Such of them as are too poor to lay in a sufficient 
stock of wood, find plenty of work in ascending into the mountainous 
woods, and bringing thence fuel. It would astonish the English common 
people to sce the intense labour with which the Germans earn their fire- 
wood. In the depth of frost and snow, go into any of their hills and 
woods, and there you find them hacking up stumps, cutting off branches, 
and gathering, by all means which the official wood-police will allow, 
boughs, stakes, and pieces of wood, which they convey home with the 
most incredible toil and patience.* After a description of their careful 
and laborious vineyard culture, he continues,t ‘In England, with its 
great quantity of grass lands, and its large farms, so soon as the grain is 
in, and the fields are shut up for hay grass, the country seems in a com- 
parative state of rest and quiet. But here they are everywhere, and for 
ever, hoeing and mowing, planting and cutting, weeding and gathering. 
They have a succession of crops like a market-gardener. They have their 
Carrots, poppies, hemp, flax, sainfoin, lucerne, rape, colewort, cabbage, 
rotabaga, black turnips, Swedish and white turnips, teazles, Jerusalem 
artichokes, mangel-wurzel, parsnips, kidney-beans, field-beans and peas, 
vetches, Indian corn, buckwheat, madder for the manufacturer, potatoes, 
their great crop of tobacco, millet—all, or the greater part, under the 
family management, in their own family allotments. ‘They have had 
these things first to sow, many of them to transplant, to hoe, to weed, 
to clear off insects, to top ; many of them to mow and gather in successive 
crops. They have their water-meadows, of which kind almost all their 
meadows ale, to flood, to mow, and reflood ; water-courses to reopen and 
to make anew: their early fruits to gather, to bring to market with their 
green crops of vegetables ; their cattle, sheep, calves, foals, most of them 
prisoners, and poultry to look after ; their vines, as they shoot rampantly 
in the summer heat, to prune, and thin out the leaves when they are too 
thick : and any one may imagine what a scene of incessant labour it 1s.’ 

This interesting sketch, to the general truth of which any observant 
traveller in that highly cultivated and populous region can bear witness, 
accords with the more elaborate delineation by a distinguished inhabitant, 


* Rural and Domestic Life of Germany, p. 44 
+ Ibid. p. 50. 
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Professor Rau, in his little treatise ‘On the Agriculture of the Palatinate.” 
M. Rau bears testimony not only to the industry, but to the skill and 
intelligence of the peasantry; their judicious employment of manures, 
and excellent rotation of crops; the progressive improvement of their 
agricultule for generations past, and the spuit of further impro\ement 
which is still active. ‘The indefatigableness of the country people, who 
may be scen in activity all the day ayd all the year, and are never idle, 
because they make a good distribution of their labours, and find for every 
interval of time a suitable occupation, 1s as well known as their zeal 1s 
praiseworthy in turning to use every circumstance which picsents itself, 1n 
seizing upon every useful novelty which offers, and even in searching out 
new and advantageous methods. One casily perceives that the peasant 
of this district has reflected much on his occupation: he can give reasons 
for his modes of proceeding, even if those reasons are not always tenable ; 
he 1s as exact an observer of proportions as it is possible to be from 
memory, without the aid of figures. he attends to such gencial signs of 
the times as appear to augur him either benefit or haim.’t 

§ 5. But the most decisive example in opposition to the English pre- 
judice against cultivation by peasant proprietors, is the case of Belgium. 
The soil 1s originally one of the worst n Europe. ‘The provinces,’ says 
Mr. M'Culloch,f ‘of West and East Flanders, and Hainault, form a far 
stretching plain, of which the luxuriant vegetation indicates the indefatig- 
able care and labour bestowed upon its cultivation ; for the natural sol 
consists almost wholly of barren sand, and its great fertility 1s entuely the 
result of very skilful management and judicious application of various 
manutes” There exists a carefully prepared systematic treatise on Flemish 
Husbandry, in the Farmer's Series of the Society for the Diffusion of 
Useful Knowledge. The wniter observes,§ that the Flemish agiiculturists 
‘seem to want nothing but a space to woik upon . whatever be the quality 
or texture of the soil, in time they will make it produce something. The 
sand in the Campine can be compared to nothing but the sands on the 
sea shore, which they probably weie o1ginally It 1s highly interesting 
to follow step by step the progress of improvement. Here you see a 
cottage and rude cow-shed erected on a spot of the most unpromising 
aspect. The loose white sand blown anto irregular mounds 1s only kept 
together by the roots of the heath: a small spot only 1s levelled and 
surrounded by a ditch: part of this is covered with young broom, part 1s 
planted with potatoes, and perhaps a small patch of diminutive clover 
may show itself ” but manures, both solid and quid, are collecting, “and 
this is the nucleus from which, in a few years, a httle farm will spread 
around. ... If there is no manure at hand, the only thing that can be 
sown, on pure sand, at first,1is broom: this grows in the most baren 
soils ; in three years it is fit to cut, and produces some ietuin in fagots 
for the bakers and brickmakers. The leaves whith have fallen have 
somewhat enriched the soil, and the fibres of the roots have given a 
certain degree of compactness It may now be ploughed and sown with 
buckwheat, or even with rye without manure. Ly the time this is reaped, 


* Ueber die Landwitthschaft der Rhenpfalz, und insbesoadere in da Metdetber ger 
Gecend, Von D, Karl Heintich Rau. Heidelberg, 1830, 
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some manure may have been collected, and a regular course of cropping 
may begin. As soon as clover and potatoes enable the farmer to keep 
cows and make manure, the improvement goes on rapidly ; 1n a few years 
the soil undergoes a complete change: 1t becomes mellow and retentive 
of moisture, and enriched by the vegetable matter afforded by the decom- 
position of the roots of clover and other plants. ... After the land has 
been gradually brought imto a good state, and 1s cultivated in a regular 
manner, there appears much less difference between the soils which have 
been originally good, and those which have been made so by labour and 
industry. At least the crops in both appear moie nearly alike at harvest, 
than 1s the case in souls of different qualities in other countnes, Thisisa 
great proof of the excellency of the Flemish system , for it shows that the 
land 1s in a constant state of improvement, and that the deficiency of the 
soil 1s compensated by greater attention to tillage and manuring, 
especially the latter.’ 

The people who labour thus intensely, because labouring for themselves, 
have practised for centuiies those principles of rotation of ciops and 
economy of manures, which in England are counted among modern 
discoveries * and even now the superiority of their agriculture, as a whole, 
to that of England, 1s admitted by competent judges. ‘The cultivation 
of a poor light soil, or a moderate soil,” says the writer last quoted,* ‘is 
generally supeiior in Flandeis to that of the most improved farms of the 
same kind in Britain. We surpass the Flemish farmer greatly in capital, 
in varied implements of tillage, in the choice and breeding of cattle and 
sheep,’ (though, according to the same authority,t they are much ‘before 
us in the feeding of their cows,’) ‘and the British faimer 1s in general a 
man of superior education to the Flemish peasant. But in the minute 
attention to the qualities of the soil, in the management and application 
of manures of different kinds, in the judicious succession of ciops, and 
especially in the cconomy of land, so that every part of it shall be na 
constant state of production, we have still something to learn fiom the 
Flemings,’ and not from an instructed and enterprising Fleming here and 
there, but from the general practice. 

Much of the most highly cultivated pait of the countiy consists of 
peasant properties, managed by the proprietors, always either wholly or 
partly by spade husbandry.f ‘When the land 1s cultivated entuely by 
the spade, and no horses are kept, a cow 1s kept for every three acres of 
land, and entirely fed on artificial grasses and roots. This mode of 
cultivation 1s principally adopted in the Waes district, where pioperties 
are very small. All the Jabour is done by the different members of the 
family ; children soon beginning ‘to assist in various minute operations, 
accoiding to their age ard strength, such as weeding, hoeing, feeding the 
cows. If they can raise rye and wheat enough to make their bread, and 
potatoes, turnips, canipts, and clover, for the cows, they do well ; and the 
produce of the sale of their rape seed, their flax, their hemp, and their 
butter, after deducting the expense of manure purchased, which 1s always 
considerable, gives them a very good profit. Suppose the whole eatent 
of the land to be six acres, which is not an uncommon occupation, and 
which one man can manage ;’ then (after describing the cultivation), ‘if a 
man with his wife and three young children are considered as equal to 
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three and a half grown up men, the family will require thirty-nine bushels 
of grain, forty-nine bushels of potatoes, a fat hog, and the butter and 
milk of one cow: an acie and a half of land will produce the grain and 

otatoes, and allow some coin to finish the fattening of the hog, which 
hae the extra buttermilk; another acre in clover, carrots, and potatoes, 
together with the stubble turnips, will more than feed the cow ; conse- 
quently two and a half acres of land is sufficient to feed this family, and 
the produce of the other three and a*half may be sold to pay the rent or 
the interest of purchase-money, wear and tear of implements, extra 
manure, and clothes for the family. But these acres are the most profit- 
able on the farm, for the hemp, flax, and colza are included ; and by 
having another acie in clover and roots, a second cow can be kept, and 
its produce sold. We have, therefore, a solution of the problem how a 
family can live and thrive on six acres of moderate land.” After showing 
by calculation that this extent of land can be cultivated in the most perfect 
manner by the family without any aid from hired labour, the writer con- 
tinues, ‘In a farm of “ez acres entirely cultivated by the spade, the addition 
of a man and a woman to the members of the family will render all the 
operations more easy ; and with a horse and cart to carry out the manure, 
and bring home the produce, and occasionally draw the harrows, fifteen 
acres may be very well cultivated. . . . Thus it will be seen,’ (this 1s the 
result of some pages of details and calculations,*) ‘that by spade husbandry, 
an industrious man with a small capital, occupying only fifteen acres of 
good light land, may not only hve and bring up a family, paying a good 
vent, but may accumulate a considerable sum in the course of his hfe. 
But the indefatigable industry by which he accomphshes this, and of 
which so large a portion is expended not in the mere cultivation, but in 
the improvement, for a distant 1eturn, of the soil itself—has that industry 
no connexion with of paying rent? Could it exist, without presupposing, 
at least, a virtually permanent tenure? 

As to their mode of living, ‘the Flemish farmers and labourers live 
much more economically than the same class in England: they seldom 
eat meat, except on Sundays and in harvest: buttermilk and potatoes 
with brown bread 1s their daily food,’ It is on this kind of evidence that 
English travellers, as they hurry through Europe, pronounce the peasantry 
of every Continental country poor and miserable, its agricultural and 
social system a failure, and the English the only régime under which 
labourers are well off. It 1s, truly enough, the only régime under which 
labourers, whether well off or not, never attempt to be better. So little 
aie English labourers accustomed to consider it possible that a labourer 
should not spend all he earns, that they habitually mistake the signs of 
economy for those of poverty. Observe the true interpretation of the 
phenomena. 

‘Accordingly ¢hey are gradually acguising capital, and their great 
ambition is to have land of their own. They eagerly seize every 
opportunity of purchasing a small farm, and the price is so raised by 
competition, that land pays little more than two per cent. interest for the 

urchase money. Large properties gradually disappear, and are divided 
into small portions, which sell at a high rate. But the wealth and industry 
of the population is continually increasing, being rather diffused through 
the masses than accunulated in individuals.’ ; 
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With facts like these, known and accessible, it is not a little surprising 
to find the case of Flanders referred to not in recommendation of peasant 
properties, but as a warning agaist them; on no better ground than a 
presumptive excess of population, inferred from the distress which existed 
among the peasantry of Brabant and East Flandets in the disastrous 
year 1846-47. The evidence which I have cited from a wiiter conversant 
with the subject, and having no economical theo1y to support, shows that 
the distress, whatever may have been tts severity, arose from no insuf- 
ficiency in these little properties to supply abundantly, in any ordinary 
circumstances, the wants of all whom they have to maintain. It arose 
from the essential condition to which those are subject who employ land 
of their own in growing their own food, namely, that the vicissitudes of 
the seasons must be borne by themselves, and cannot, as in the case of 
large farmers, be shifted from them to the consumer. When we remember 
the season of 1846, a partial failure of all kinds of grain, and an almost 
total one of the potato, it is no wonder that in so unusual a calamity the 
produce of six acres, half of them sown with flax, hemp, or oil seeds, 
should fall short of a year’s provision for a family. But we are not to 
contrast the distressed Flemish peasant with an English capitalist who 
fais several hundred acres of land. Ifthe peasant were an I:nglishman, 
he would not be that capitalist, but a day labomer under a capitalist. 
And is there no distiess, in times of dearth, among day labourers? Was 
there none that year, in countries where small proprictors and small 
farmers are unknown? Is there any reason whatever to believe that the 
distress was greater in Belgium, than corresponds to the proportional 
extent of the failure of crops compared with other countries ?* 

§ 6. The evidence of the beneficial opciation of peasant properties in 
the Channel Islands is of so decisive a character, that I cannot help 
adding to the numerous citations alicady made, part of a description of 
the economical condition of those islands, by a witer who combines 
personal observation with an attentive study of the information afforded 
by others. Mr. William Thornton, in his ‘ Plea for Peasant Proprietors,’ 
a book which by the excellence both of its materials and of 1ts execution, 
cleserves to be regaided as the standard wo1k on that side of the question, 
speaks of the island of Guernsey in the following terms: ‘Not even in 
England is nearly so large a quantity of produce sent to market from a 
tract cf such hmited extent. This of itself might prove that the cultivators 
must be far removed above poverty, for beg absolute owners of all the 
produce raised by them, they of course sell only what they do not them- 
selves require. But the satisfactoriness of their condition is apparent to 
every observer. “The happiest community,” says Mr. Hill, “which it 
has ever been my lot to fall in with, 1s to Le found in this little island of 
Guernsey.” ‘No matter,” says Sir George Head, “to what point the 
traveller may choose to bend his way, comfort everywhere prevails.” 
What most surprises the English visitor in his first walk or drive beyond 
the bounds of St. Peter’s Port 1s the appearance of the habitations with 
which the landscape is thickly studded. Many of them are such asin his 


* As much of the distress Jately complained of in Belgium, as paitakes in any 
degree of a permanent character, appears to he almost confined to that portion of 
the population who carry on manufacturirg labour, either }y itself or in conjunction 
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own country would belong to persons of middle rank ; but he is puzzled 
to guess what sort of people live in the cthers, which, though in general 
not large enough for farmeis, are almost invatiably much too good in 
every respect for day labourers. . . . Literally, in the whole island, with 
the exception of a few fishermen’s huts, there 1s not one so mean as to be 
hkened to the ordinary habitition of an English farm labourer... . 
* Look,” says a late Bailiff of Guernsey, Mr. De L’Isle Brock, “at the 
hovels of the English, and compage them with the cottages of our 
peasantry.” ... Beggars aie utterly unknown ,.. Paupersm, able- 
bodied paupeiism at least, 1s nearly as rare as mendicancy. The Savings 
Banks accounts also bear witness to the general abundance enjoyed Ly 
the labouung classes of Guernsey. In the year 1841, there were in 
Enevland, out of a population of nearly fifteen millions, less than 700,000 
depositors, or one in every twenty persons, and the average amount of 
the deposits was 30/, In Guernsey, in the same year, out of a population 
of 26,000, the number of deposito1s was 1920, and the average amount of 
the deposits 4o/"* The evidence as to Jeisey and Alderney is of a 
sumilar character. 

Of the efficiency and productiveness of agriculture on the small pro- 
perties of the Channel Islands. Mr. Thornton produces ample evidence, 
the result of which he sums up as follows ‘Thus it appears that in the 
two principal Channel Islands, the agiicultural population 1s, in the one 
twice, and in the other, three times, as dense as in Britain, there being in 
the latter country only one cultivator to twenty-two acres of cultivated 
Jand, while in Jersey theie 1s one to eleven, and in Guernsey one to seven 
acres. Yet the agriculture of these islands maintains, besides cultivators, 
non-agricultural populations, respectively four and five times as dense as 
that of Britain This difference docs not arise from any superiority of 
soil or climate possessed by the Channel Islands, for the former 1s naturally 
rather poor, and the latter 1s not better than in the southern counties of 
England Itis owing entuely to the assiduous care of the farmers, and 
to the abundant use of manure’t ‘In the year 1837, he says in another 
place,f ‘the average y:eld of wheat in the large farms of England was only 
twenty-one bushels, and the highest average for any one county was no 
more than twenty-six bushels. ‘The highest average since claimed for the 
whole of England, 1s thirty bushels. In Jersey, where the aveiage size of 
farms is only sixteen acies, the average produce of wheat per acie was 
stated by Inglis in 1834 to be thirty-six bushels ; but it 1s proved by 
official tables to have been foity bushels in the five years ending with 
1833 In Guernsey, where farms are still smaller, four quaiters per acre, 
according to Inglis, 1s considered a good, but still a very common crop’ 
‘Thirty shillings$ an acre would be thought in England a very fair rent 
for middling Jand , but in the Channel Islandsrit is only very infe1ior 
land that would not let for at least 4/.’ 

§ 7. Itis from France, that impressions unfavouruble to peasant pro- 
perties are gencrally drawn; it 1s in France that the system is so often 
asserted to have brought forth its fruit, in the most wretched possible 
azriculture, and to be rapidly reducing, if not to have already reduced, the 
peasantry, by subdivision of land, to the verge of starvation. It 1s difficult 
to account for the general prevalence of impressions so much the reverse 


* A Plea for Peasant Proprietors. By William Thomas Thornton. Pp qg-1op 
t Ibid. p. 38. tIbd.p.9. § Ibid. p 32. 


- PEASANT PROPRIETORS. 193 


6 

of truth. The agriculture of France was wietched and the peasantry in 
great indigence before the Revolution. At that time they were not, 
generally speaking, landed piopiietors. There were, however, consider- 
able distiicts of France where the land, even then, was to a great extent 
the property of the peasantry, and among these were many of the most 
conspicuous exceptions to the general bad agriculture and to the general 
poveity. An authority, on this point, not to be disputed, 1s Aithur Young, 
the inveterate enemy of small farms, the coryph.cus of the modern English 
school of agriculturists ; who yct, tra¥elling ov er nearly the whole of }iance 
in 1787, 1788, and 1789, when he finds remarkable excellence of cultivation, 
uever hesitates to ascribe it to peasant property ‘Leaving Sauve,’ says 
he,* ‘I was much stiuck with a large tract of land, seemingly nothing but 
huge rocks ; yet most of it inclosed and planted with the most industiious 
attention. Every man has an olive, a mulberry, an almond, o1 a peach 
tree, and vines scattered among them; so that the whole ground 1s 
covered with the oddest mixture of these plants and bulging 1ocks, that 
can be conceived. The inhabitants of this village deserve cncourayement 
for their industry ; and if I weie a French minister they should have it. 
They would soon turn all the deserts around them into gatdens. Sucha 
knot of active husbandmen, who turn their rocks into scenes of fertility, 
because I suppose ¢hezr ow7?, would do the same by the wastes, 1f animated 
by the same ommipotent principle’ Agam ft ‘ Walk to Rossendal,’ (near 
Dunkirk) ‘where M. le Brun has an improvement on the Duncs, which 
he very obligingly showed me Between the town and that place isa 
great number of neat little houses, built each with its gaiden, and one or 
two fields enclosed, of most wietched blowing dee sand, natwally as 
white as snow, but improved by industry. ‘The magic of property tuins 
sand to gold” And again:{ ‘Going out of Gange, I was suipiised to 
find by far the greatest exertion in irmgation which I had yet scen in 
France ; and then passed by some steep mountains, highly cultivated in 
terraces. Much watering at St. Lawience ‘The scencry very interesting 
toa farmer. From Gange, to the mountain of rough ground which I 
crossed, the mde has been the most interesting which | have taken m 
France; the effoits of industry the most vigorous; the anination the 
most lively. An activity has been here, that has swept away all diff- 
culties before 1t, and has clothed the very rocks with verduie. It would 
be a disgrace to common sense to ask the cause; the enjoyment of 
property aust have done it. Give a man the secure possession of a 
bleak rock, and he will turn it into a gaiden ; give him a nine years lease 
of a garden, and he will convert 1t into a desert.’ 

In his description of the country at the foot of the Western Pyrenees, 
he speaks no Jonge: fiom surnuse, but fiom knowledge. ‘Take§ the road 
to Moneng, and come presently to a scene which was so new to me in 
France, that I could hafdly believe my own eyes. A succession of many 
well built, tight, and comfortable farming cottages built of stone and 
covered with tiles: @ach having its little garden, inclosed by clipt thorn- 
hedges, with plenty of peach and other fruit-trees, some fine oaks scattered 
in the hedges, and young trees nursed up with so much care, that nothing 
but the fostering attention of the owner could effect anything like 1t. To 
every house belongs a farm, perfectly well enclosed, with grass borders 
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mown and neatly kept around the corn-fields with gates to pass from one 
enclosure to another. There are some parts of England (where small 
yeomen still remain) that resemble this country of Béarn; but we have 
very little that is equal to what I have seen in this ride of twelve miles 
from Pau to Moneng. It is all in the hands of little proprietors, without 
the farms being so small as to occasion a vicious and miserable population. 
An air of neatness, warmth, and comfort breathes over the whole. It 1s 
visible in their new built houses and stables; in their little gardens ; in 
their hedges; in the courts before their doors; even in the coops for 
their poultry, and the sties for their hogs. A peasant does not think of 
rendering his pig comfortable, if his own happiness hang by the thread of 
a mine years’ lease. We are now in Béarn, within a few miles of the 
cradle of Henry IV. Do they inherit these blessings from that good 
prince? The benignant genius of that good monarch seems to reign 
sull over the country; each peasant has ¢he fowl in the pot’ He 
frequently notices the excellence of the agriculture of French Flanders, 
where the farms ‘are all small, and much in the hands of little pro- 
prietors.* In the Pays de Caux, also a country of small properties, the 
agriculture was miserable: of whch his explanation was that ‘it is a 
manufacturing country, and farming is but a secondary pursuit to the 
cotton fabric, which spreads over the whole of it. The same district is 
still a seat of manufactures, and a country of small proprietors, and is now, 
whether we judge from the appearance of the crops or from the official 
returns, one of the best cultivated in France. In ‘Flanders, Alsace, and 
part of Artois, as well as on the banks of the Garonne, France possesses 
a husbandry equal to our own’; Those countries, and a considerable 
part of Quercy, ‘are cultivated more like gardens than farms. Perhaps 
they are too much like gardens, from the smallness of properties.’§ In 
those districts the admirable rotation of crops, so long practised in Italy, 
but at that time generally neglected in France, was already universal. 
‘The rapid succession of crops, the harvest of one being but the signal of 
sowing immediately for a second,’ (the same fact which must stnke all 
observers in the valley of the Rhine,) ‘can scarcely be carried to greater 
perfection: and this is a point, perhaps, of all others the most 
essential to good husbandry, when such crops are so justly distributed 
as we generally find them in these provinces ; cleaning and ameliorating 
ones being made the preparation for such as foul and exhaust.’ 

It must not, however, be supposed, that Arthur Young’s testimony on 
the subject of peasant properties is uniformly favourable. In Lorraine, 
Champagne, and clsewhere,he finds the agriculture bad, and the small 
proprietors very miserable, in consequence, as he says, of the extreme 
subdivision of the land. IJlis opinion is thus summed up:|| ‘Before I 
tiavelled, I conceived that small fatms, in property, were very susceptible 
of good cultivation ; and that the occupier of sucn, having no rent to pay, 
might be sufficiently at his ease to work improvements, and carry on a 
vigorous husbandry ; but what I have seen in France, has greatly lessened 
my good opinion of them. In Flanders, I saw excellent husbandry on 
properties of 30 to 100 acres ; but we seldom find here such small patches 
of property as are common in other provinces. In Alsace, and on the 
Garonne, that is, on soils of such exuberant fertility as to demand no 
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exertions, some small properties also are well cultivated. In Béarn, I 
passed through a region of little farmers, whose appearance, neatness, 
ease, and happiness charmed me; it was what property alone could, ona 
small scale, effect ; but these were by no means contemptibly small ; they 
are, as I yudged by the distance from house to house, from 40 to &o acres. 
Except these, and a very few other instances, I saw nothing 1espectable 
on small properties, except a most unremitting industry. Indeed, it is 
necessary to impress on the reader’s mind, that though the husbandry I 
met with, in a great variety of inftances on little properties, was as bad 
as can well be conceived, yet the industry of the possessors was so con- 
spicuous, and so meritorious, that no commendations would be too great 
for it. It was sufficient to prove that property 1n land is, of all others, 
the most active instigator to severe and incessant labour. And this truth 
is of such force and extent, that I know no way so sure of carrying tllage 
to a mountain top, as by permitting the adjoining villagers to acquire it 
in property ; in fact, we see that in the mountains of Langucdoc, etc., 
they have conveyed earth in baskets, on their backs, to form a soil whire 
nature had denied it.’ 

The experience, therefore, of this celebrated agriculturist, and apostle 
of /a grande culture, may be said to be, that the effect of small properties, 
cultivated by peasant proprietors, is admirable, when they are not /oo 
small; so small, namely, as not fully to occupy the time and attention of 
the family ; for he often complains, with great apparent reason, of the 
quantity of idle time which the peasantry had on their hands when the 
land was in very small portions, notwithstanding the ardour with which 
they toiled to improve their little patrimony, in every way which their 
knowledge or ingenuity could suggest. He recommends, accordingly, 
that a limit of subdivision should be fixed by law; and this is by no 
means an indefensible proposition in countries, if such there are, where 
the morcellement, having already gone farther than the state of capital 
and the nature of the staple articles of cultivation render advisable, still 
continues progressive. That each peasant should have a patch of land, 
even in full property, if it 1s not sufficient to support him in comfort, is a 
system with all the disadvantages, and scarcely any of the benefits of 
small properties ; since he must either live im tndigence on the produce 
of his land, or depend as habitually as if he had no landed possessions, 
on the wages of hired labour ; which, besides, if all the lands surrounding 
him arc held in a similar manner, he has little prospect of finding. The 
benefits of peasant properties are conditional upon their not being too 
much subdivided ; that is, upon their not being required to maintain too 
many persons, in proportion to the produce that can be raised from them 
by those persons. The question resolves itself, hke most questions re- 
specting the condition of the labouring classes, into one of population. 
Are small properties 4 stimulus to undue multiplication, or a check to it? 


CHAPTER VII. 
CONTINUATION OF THE SAME SUBJECT, 


§ 1. BEFORE examining the influence of peasant properties on the 
ultimate economical interests of the labouring clags, as determined by the 
increase of population, let us note the points respecting the moral and 
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social influence of that territorial arrangement, which may be looked upoft 
ns established, either by the reason -f the case, or by the facts and 
authorities cited in the preceding chapter. 

The reader new to the subject must have been struck with the powerful 
impression made upon all the witnesses to whom I have referred, by what 
a Swiss statistical writer calls the ‘almost superhuman industry’ of 
peas int proprictors * On this point, at least, authorities are unanimous. 
Those who have scen only one country of peasant propertics, always 
think the inhabitants of that country the most industiious in the world 
There is as little doubt among observers, with what feature mn the con- 
dition of the peasantry this pre-eminent industry 1s connected. It is ‘the 
magic of property’ which, m the words of Arthur Young, ‘turns sand into 
gold.” The idea of pioperty docs not, however, necessarily imply that 
there should be no rent, any moic than that there should be no taxes, It 
merely implies that the rent should be a fixed charge, not hable to be 
raised against the possessor by his own improvements, or by the will of a 
landloid A tenant at a quit rent is, to all intents and purposes, a pro- 
prictor ; a copyholde: 19 not less so than a fiecholder. What is wanted 
Is peipetuity of possession on fixed terms. ‘Give a man the secure 
possession of a bleak 1ock, and he will turn it into a garden; give hima 
nine years, lease of a garden, and he will convert it into a desert.’ 

The details which have been cited, and those, still more minute, to be 
found in the same authorities, concerning the habitually elaborate system 
of cultivation, and the thousand devices of the peasant proprictor for 
maling every superfluous hour and odd moment instrumental to some 
increase in the future produce and value of the land, will explain what has 
been said in a previous chapter? respecting the far larger gross produce 
which, with anything hke pauty of agricultural knowledge, 1s obtained, 
fiom the same quility of soil, on small farms, at least when they are the 
property of the cultivator. The treatise on ‘Flemish Tiusbandty’ 1s 
especially instiucuive respecting the means by which untiring industry 
does mote than outweigh infetiority of resources, imperfection of imple- 
ments, and ignorance of scientific theones. The peasant cultivation of 
Flandcis and Italy is affirmed to produce heavier crops, in equal circum- 
stances of soil, than the best cultivated distiicts of Scotland and England. 
It procuces them, no doubt, with an amount of Jabour which, if paid for 
by an employer, would make the cost to him more than equivalent to the 
benefit , but to the peasant it 1s not cost, it 1s the devotion of time which 
he can spare, to a favourite pursuit, if we should not rather say a ruling 
passion { 


* © Rast ubermenschieche Flews.’ Det Canton Schaffhausen (ut supra) p 53. 

+ Supra, book 1 ch 1x, § 4. 

¥ Read the graphic description of the historian Michélet, of the feelings of a 
peasant proprietor towards his land, 

‘S1 nous vouluns connaitre Ja pensée intime, la passion da paysan de France, 
cela e-t fort aisé. P’romenons-nous le dimanche dans la campagne, suivons-le. Le 
voila qui s’en va la-bas devant nous. Il est deux heures ; sa femme est 4 vépres ; 
il est endimanche ; je 1¢ponds qu'il va voir sa matitresse. 

‘Quelle maitresse ? sa terre. 

‘Je ne dis pas qual y aille tout droit. Non, il est libre ce jour-Jd, il est maitre 
d’y aller ou de n’y pas aller. N’y va-t-il pas assez tous les jours de la semaine? 
Aussi, .1 se détourne, il va ailleurs, il a affaire ailleurs. Et pourtant. 11 y va. 

“Tl est vrai qu’il passait lien pres; c’était une occasion. II Ja regarde, mais 
apparemment 1] n’y entrera pas; qu’y ferait 11?—Et pourtant il y entre. 
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§ 2. Another aspect of peasant properties, in which it is essential that 
they should be considered, 1s that of an instrument of popular education. 
It is difficult to imagine what theory of education that can be, which can 
attach no importance to such an instrument. Books and schooling are 
absolutely necessary to education; but not all sufficient. The mental 
faculties will be most developed wheie they are most exercised, and 
what gives more exercise to them than the having a multitude of interests, 
none of which can be neglected, andgwhich can be provided for only by 
varied efforts of will and intelligence? Some of the disparageis of small 
properties lay great stiess on the cares and annicties which beset the 
peasant propiietor of the Rhinclind or Flanders. It 1s piecisely those 
cares and anxieties which tend to make him a superior being to an 
English day labourer. It is, to be sme, iather abusing the privilege 
of fair argument to represent the condition of a day labourer as not an 
anxious one. I can conceive no circumstances in which he 1s free from 
anxiety where there 1s a possilility of being out of employment : unless 
he has access to a profuse dispensation of parish pay, and no shame 
or reluctance in demanding it. then indeed he may feel with the old 
doggiel, 

Hang sorrow, cast away care, 
The parish 1s bound to find us. 


3ut unless so shielded, the day labourer has, in the existing state of 
society and population, many of the anxieties which have not an in- 
vigorating effect on the mind, and none of those which have. The 
position of the peasant proprictor of Flanders is the reverse. Irom the 
anxicty which chills and paraly ses—the uncertainty of having food to eat 
—few peisons are more exempt it requies as raic a concurrence of 
circumstances as the potato failure combined with a universal bad 
harvest, to bring im within 1each of that danger His anaicties are the 
oldinary vicissitudes of yore and /ess, lis cares are that he takes his 
fair share of the business of life ; that he 1s a free human beiny, and not 
perpetually a child, which seems to be the approved condition of the 
labouring classes according to the prevailing philanthiopy. He 1s no 
‘longer a being of a different order from the middle classes ; he has 
puisuits and objects hke those which occupy them, and give to their 
intellects the greatest part of the cultivation which they recene. If there 
is a first principle in intellectual education, it 1s this—that the discipline 
which does good to the mind ts that in which the mind 1s active, not that 
in which it 1s passive. The secret for developing the faculties is to give 
them much to do, and much inducement to doit Few things surpass in 
this respect the occupations and interests created by the ownership and 
cultivation of land. ‘T hig detiacts nothing fiom the importance, and even 


——— -——_ Ce ee - -—-_-~_- 





‘Du moins, il est probable qu'il n’y travaillera pas; 11 est endimanché; il a 
blouse et chemise blancHes.—Ricn n’empéche cependant d’éter quelque mauvaise 
herbe, de rejeter cette pierre I y a bien encore cette souche qui géne, mats 11 n’a 
pas sa pioche, se sera pour demain. 

‘Alors, 11 croise ses bras et s’ani¢te, rezarde, sénieux, soucieux. II regarde long- 
temps, trés-longtemps, et semble s’oublicr. A la fin, 11 se cro:t observe, sil 
appergoit un passant, 11 s’eloigne d pas Jents. A trente pas encore, 1 s’arrcte, se 
retourne, ct jette sur sa terre un dernier regaid, 1egard profond et sombre ; mais 
pour qui sait lien vour, il est tout passionné, ce regard, t®ut de cceur, plein de 
devotion.’ —Le Penple, par J. Michelet, tre partie, ch. 1. 
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necessity, of other kinds of mental cultivation. The possession of property 
will not prevent the peasant from being coarse, selfish, and narrow- 
minded. These things depend on other influences, and other kinds of 
instruction. But this great stimulus to one kind of mental activity, in no 
way impedes any other means of intellectual development. On the 
contrary, by cultivating the habit of turning to practical use every frag- 
ment of knowledge acquired. it helps to render that schooling and reading 
fruitful, which without some such auxiliary influence are in too many cases 
like seed thrown on a rock. 4 

§ 3. It is not to the intelligence alone, that the situation of a peasant 
proprietor is full of improving influences. It is no less propitious to the 
moral virtues of prudence, temperance, and self-control. The labourer 
who possesses property, ‘whether he can read and write, or not, has,’ as 
Mr. Laing remarks,* ‘an educated mind : he has forethought, caution, 
and reflection guiding every action ; he knows the value of restraint, and 
is in the constant habitual practice of it.’ It is remarkable how this 
general proposition is borne out by the character of the rural population 
in almost every civilized country where peasant properties are frequent. 
Day-labourers, where the labouring class mainly consists of them, ale 
usually improvident: they spend carelessly to the full extent of their 
means, and let the future shift for itself. This 1s so notorious, that many 
persons otherwise well affected to the labouring classes, hold it as a fixed 
opinion, that an increase of wages would do them little good, unless 
accompanied by at least a corresponding improvement in their tastes and 
habits. The tendency of peasant proprietors, and of those who hope to 
become proprietors, is to the contrary eatreme ; to take even too much 
thought for the morrow. They are oftener accused of penuriousness than 
of prodigality. They deny themselves reasonable indulgences, and live 
wretchedly in order to economize. In Switzerland, almost everybody 
saves, who has any means of saving ; the case of the Flemish farmers I 
have already noticed : among the French, though a pleasure-loving, and 
reputed to be a self-indulgent people, the spirit of thrift is diffused 
through the rural population in a manner most gratifying as a whole, and 
which in individual instances errs rather on the side of excess than defect. 
Among those who, from the hovels in which they live, and the herbs and 
roots which constitute their diet, are mistaken by travellers for proofs and 
specimens of general indigence, there are numbers who have hoards in 
leathern bags, consisting of sums in five franc pieces, which they keep by 
them perhaps a whole generation, unless brought out to be expended in 
their most cherished gratification—the purchase of land. If there is a 
moral inconvenience attached to a state of society in which the peasantry 
have land, it is the danger of their being too careful of their pecuniary 
concerns ; of its making them crafty and ‘ calculating’ in the objectionable 
sense. The French peasant is no simple countryman, no downright 
‘paysan du Danube; both in fact and in fiction he is now ‘le rusé 
paysan.’ That is the stage which he has reached in the progressive 
development which the constitution of things has imposed on human 
intelligence and human emancipation. But some excess in this direction 
is a small and a passing evil compared with recklessness and improvi- 
dence in the labouring classes, and a cheap price to pay for the inesti- 
mable worth of the virtue of self-dependence, as the geneial charactcristi¢ 

S 


* Residence in Norway, p. 20 
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of a people : a virtue which is one of the first conditions of excellence in 
a human character—the stock on which if the other virtues are not grafted, 
they have seldom any firm root ; a quality indispensable in the case of a 
labouring class, even to any tolerable degree of physical comfort ; and by 
which the peasantry of France, and of most European countries of peasant 
proprietors, are distinguished beyond any other labouring population. 

§ 4. Is it likely, that a state of economical relations so conducive to 
frugality and prudence in every other respect, should be prejudicial to it 
in the cardinal point of increase of population? That it 1s so, 1s the 
opinion expressed by most of those English political economists who have 
written anything about the matter. Mr. M‘Culloch’s opinion is well 
known. Mr. Jones affirms,* that ‘a peasant population, raising their own 
wages from the soil, and consuming them in kind, are universally acted 
upon very feebly by internal checks, or by motives disposing them to 
restraint. The consequence is, that unless some external cause, quite 
independent of their will, forces such peasant cultivators to slacken their 
rate of increase, they will, in a hmited territory, very rapidly approach a 
state of want and penury, and will be stopped at last enly by the physical 
impossibility of procuring subsistence.’ He elsewhcre f speaks of such a 

easantry as ‘exactly in the condition in which the animal disposition to 
increase their numbers is checked by the fewest of those balancing 
motives and desires which regulate the increase of superior ranks or 
more civilized people.’ The ‘causes of this peculiarity,’ Mr. Jones 
promises to point out in a subsequent work, which has never yet made 
Its appearance. I am totally unable to conjecture from what theory of 
human nature, and of the motives which influence human conduct, he 
will derive them. Arthur Young assumes the same ‘peculiarity’ as a 
fact ; but, although not much in the habit of qualifying his opinions, he 
does not push his doctrine to so violent an extreme as Mr. Jones ; having, 
as we have seen, himself testified to various instances in which peasant 
populations, such as Mr. Jones speaks of, were not tending to ‘a state of 
want and penury,’ and were in no danger whatever of coming in contact 
with ‘ physical impossibility of procuring subsistence.’ 

That there should be discrepancy of experience on this matter, is easily 
to be accounted for. Whether the labouring people live by land or by 
wages, they have always hitherto multiplied up to the limit set by their 
habitual standard of comfort. When that standard was low, not exceeding 
a scanty subsistence, the size of properties, as well as the rate of wages, 
has been kept down to what would barely support life. Extremely low 
ideas of what is necessary for subsistence, are perfectly compatible with 
peasant properties ; and if a people have always been used to poverty, 
and habit has reconciled them to it, there will be over-population, and 
excessive subdivision ofeland. But this is not to the purpose. The true 
question is, supposing a peasantry to possess land ‘not insufficient but 
sufficient for their cemfortable support, are they more, or less, likely to 
fall from tlis state of comfort through improvident multiplication, than if 
they were living in an equally comfortable manner as hucd labourers? 
All @ friort considerations are in favour of their being less likely. The 
dependence of wages on population is a matter of speculation and dis- 
cussion. That wages would fail if population were much increased, is 


* Essay on the Distribution of Wealth, 9. 146. 
+ Ibid. p. 68, : uf 
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often a matter of real doubt, and always a thing which requires some 
exercise of the 1eflecting faculty for its intelligent recognition But every 
peasant can satisfy himself, from evidence which he can fully appreciate, 
whether his piece of land can be made to support several families in the 
same comfort in which it supports one —’ew people like to leave to their 
childien a worse lot in hfe than their own The parent who has Jand to 
leave, 1s perfectly able to judge whether the children can live upon it or 
not: but people who are suppoited¢ by wages, see no reason why their 
sons should be unable to support themselves in the same way, and trust 
accoidingly to chance. ‘In even the most useful and necessary arts and 
manufactures, says Mr. Laing,* ‘the demand for labourers is not a seen, 
known, steady, and appreciable demand : but it 1s so in husbandty’ under 
small properties. ‘The labour to be done, the subsistence that labour 
wil produce out of his portion of land, are seen and known elements na 
man’s calculation upon his means of subsistence. Can his square of land, 
or can it not, subsist a family? Can he marry, or not? are questions 
which every man can answer without delay, doubt, or speculation It 1s 
the depending on chance, where judgment has nothing clearly set before 
it, that causes reckless, improvident marnages in the lower, as in the 
higher classes, and produces among us the evils of over-population ; and 
chance necessarily enters into every man’s calculations, when certainty 13s 
removed altogether ; as it 1s, where ce1tain subsistence 1s, by our distribu- 
tion of propeity, the lot of but a small portion instead of about two-thirds 
of the people’ 

There never has been a writer more keenly sensible of the evils brought 
upon the labouring classes by excess of population, than Sismond), and 
this 1s one of the grounds of his carnest advocacy of peasant properties. 
He had ampic opportunity, in more countries than one, for judging of 
their effect on population. J.et us see his testimony. ‘In the countries 
in which cultivation by small proprietors still continues, population 
Incicases regularly and rapidly until it has attained its natural limits: 
that is to say, inheritances continue to be divided and subdivided among 
sevcral sons, as long as, by an increase of labour, each family can eatract 
an equal income from a smaller portion of land. A father who possessed 
a vast extent of natural pasture, divides it ainong Ius sons, and they turn 
it into fields and meadows ; his sons divide it among their sons, who 
abolish fallows* each improvement in agricultural knowledge admits of 
another step in the subdivision of propeity. But there 1s no danger lest 
the proprietor should bring up his children to make beggars of them. 
He knows exactly what inheritance he has to leave them ; he knows that 
the law will divide it equally among them; he sees the limit beyond 
which this division would make them descend from the rank which he 
has himself filled, and a just family pride, common to the peasant and to 
the nobleman, makes him abstain from summoning into hfe children for 
whom he cannot properly provide If more are bofn, at least they do not 
marry, or they agree amony themselves, which of several brothers shall 
perpetuate the family. It 1s not found that in the Swiss Cantons the 
patiimonics of the peasants are ever so divided as to reduce them below 
an honourable competence, although the habit of foreign service, by 
opening to the children a carcer indefinite and uncalculable, sometimes 
calls forth a superahundant population.’ T 

* Notes of a Traveller, p 46. 
T Nowocaux Irincipes, Dook rit, che 3 
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There is similar testimony respecting Norway. Though there is no 
law or custom of primogeniture, and no manufactures to take off a surplus 
population, the subdivision of property 1s not carricd to an injurious 
extent. ‘The division of the Jand among children,’ says Mr Laing,* 
‘appears not, during the thousand years it has been in operation, to have 
had the effect of 1educing the landed properties to the mimimuin size that 
will barely support human existence. | have counted from five-and- 
twenty to foity cows upon fais, And that in a country in which the 
aimer must, for atleast seven months in the year, have winter provender 
and houses provided for all the cattle. It is evident that some cause or 
other, operating on aggregation of landed property, counteracts the 
dividing effects of partition among children, That cause can be no other 
than what I have long conjectured would be effective in such a social 
arrangement ; viz., that in a country where land 1s held, not in tenancy 
merely, as in Ireland, but 1n full ownership, its aggregation by the deaths 
of co-hens, and by the marnages of the female heirs among the body of 
landholders, will balance its subdivision by the equal succession of 
childien. The whole mass of property will, 1 conceive, be found in such 
a state of society to consist of as many estates of the class of 1,000/, as 
many of 100/, as many of Jo/, a year, at one peiod as at another’ 
That this should happen, supposes diffused through society a very 
efficacious prudential check to population , and it 1s reasonable to give 
part of the credit of this prudential restraint to the peculiar adaptation of 
the peasant-propiietary system for fosteling it. 

But the expenence which most decidedly contradicts the asserted 
tendency of peasant proprietorship to produce excess of population, 1s the 
case of France. In that country the experiment is not tried in the most 
favourable circumstances, a large proportion of the properties being too 
small ‘The number of landed proprietois in France 1s not exactly ascer- 
tained, but on no estinate does it fall much shoit of five millions ; which, 
on the lowest calculation of the number of persons to a family (and for 
France it ought to be « low calculation), shows much more than half the 
population as either possessing, or entitled to inherit, landed property. 
A majority of the properties are so small as not to afford a subsistence to 
the proprietors, of whom, according to some computations, as many as 
three millions are obliged to eke out their means of support either by 
woking for hire, or by taking additional land, generally on metayer 
tenure. When the property possessed is not sufficient to relieve the 
possessor from dependence on wages, the condition of a proprietor loses 
much of its characteristic efficacy as a check to over-population: and if 
the prediction so often made in England had been reahzed, and Fiance 
had become a ‘pauper warten, the experiment would have proved 
nothing against the tendencies of the same system of agricultural 
economy in other circumstances But what is the fact? That the rate 
of inciease of the French population 1s the slowest in Europe. Dung 
the generation which the Revolution 1aised fiom the extreme of hopeless 
wretchedness to sudden abundance, a great increase of population took 
place But a generation has grown up, which, haying been born in 
impioved circumstances, has not Jeaint to be miserable , and upon them 
the spirit of thrift operates most conspicuously, in keeping the increase of 
population within the increase of national wealth. .In a table, drawn up 


* Residence in Norway, p. 18 
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by Professor Rau,* of the rate of annual increase of the populations of 
various countries, that of France, from 1817 to 1827, 1s stated at 784, per 
cent., that of England during a similar decenmal period being 1,'5 
annually, and that of the United States nearly 3. According to the 
official returns as analyzed by M. Legoyt,T the increase of the population, 
which from 1801 to 1806 was at the rate of 1°28 per cent. annually, 
averaged only o'47 per cent. from 18c6 to 1831; from 1831 to 1836 it 
averaged o'6o per cent., from 1836 to’ 1841, 0 41 per cent, and fiom 1841 
to 1846, 0°68 per cent. ; but M. Legoyt is of opinion that the population 
was understated in 1841, and the increase between that time and 1846 


* The following is the table (see p. 168 of the Belgian translation of M. Rau’s 
large work) : 


Per cent. Per cent. 

United States ......... 1820-30... 2°92 Scotland ........ eae 1821-31 ... 1°30 

Hungary (according to Rohrer) 2°40 Saxony ..... 01. 6 eseee 1815-30 . ¥°IS 

England . ..s.escossees 1811-21 78 Baden ......... 1820-30 (ITeuntsch) 1°13 

. vessseee 1821-31... "60 Bavana,..... ..... .. 1814-28... 108 

Austria (Rohrer) ...... ..  «. °30 Naples ........... . . 1814-24 .. 0°83 

Prussia .......... . 1816-27... 54 1=France .... 1817-27 (Mathieu) 0°63 
yb) weweee cae ees 1820-30 .. ‘37. and more iecently (Moreau de 

ne siyer a doe o DOZER "27 NOANCS) Sciat- awe Act Soest 0°55 

Netherlands .  ... 1821-28. 28 


But the number given by Moreau de Jonnés, he adds, is not entitled to implicit 
confidence. 

The following table given by M. Quetelet (Sts ? Homme et le Developpement de 
ses Facultés, vol. i. ch. 7), also on the authority of Rau, contains additional matter, 
and differs in some items from the preceding, probably from the author's having 
taken, 1n those cases, an average of different years : 


Per cent. Per cent. Per cent. 
Ireland ......... re 2'45 Rhbenish Prussia ... 1°33 Naples .....s..0008 « 0 83 
Hungary ........... 2,40 Austria. ..... 2... 9°30 France .. .... 0... 063 
Spain. . 4.0. 0. 166 Bavaria. ....... . 108 Sweden occas 0°58 
England ............ 165 Netherlands.,........ 094 Lombardy » veey O'F45 


A recent and very carefully prepared statement, by M. Legoyt, in the Jor 2aé 
des Economistes for May, 1847, which brings up the results for France to the census 
of the preceding year 1846, 1s summed up in the following table : 





According to : 
According the eacess of According the excess of 


jotbe births over aoure, births over 
eaths. deaths. 


According to 


per cent.| per cent. ~ {percent.| per cent. 

Sweden..... o. | 0°33 I'l4 Wurtemberg... | © O1 ‘OO 
Norway ...ccee | E36 1°30 Holland ... | o'go 1°03 
es 0°95 Belgium .,..... és 0°76 


Denmark ..... 
Russia ... 2 os Gee o'61 Sardinia sw. | Ss 108 one 
Austria ......00. ° 0'90 Great Britain 
Prussia ... sees. : 1°18 (exclusive of 100 
SaxOny ....e000 : 0°90 Ireland)...... 

0°85 


Hanover ...... France ...... « 0°50 
Bavarla...scecees zs o'7! United States 3°27 - 


+ Journal des E:vonomistes for March and May, 1847. 
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consequently overstated, and that the real increase during the whole 
period was something intermediate between the last two averages, or not 
much more than one in two hundred. Even this slow increase 1s wholly 
the effect of a dimmution of deaths ; the number of births not increasing 
at all, while the proportion of the births to the population 1s constantly 
diminishing.* This slow growth of the numbers of the people, while 
capital increases much more rapidly, has caused a noticeable improve- 
ment in the condition of the labouring class. ‘The circumstances of that 
portion of the class who are landed proprietors are not easily ascertained 
with precision, being of course extremely variable ; but the mere labourers, 
who derived no direct benefit from the changes in landed property which 
took place at the Revolution, have unquestionably much improved in 
condition since that period.t M. Rau testifies toa simular fact in the case 


* The following are the numbers : 


From 1824 to 1828 aa ers 981,914, being 1 in 32°30 pag 
s» 1829 to 1833 2 965,444, » I in 34°00 ” 
9 1834 to 1838 9 972,993, w» Yin 34°39 " 
»» 1839 to 1843 ” 970,617, in 35°27 99 


»» 1844 & 1845 ” 983,573. » 1 in 35°58 9 

In the last two years the births, according to M. Legoyt, were swelled by the 
effects of a considerable immigration. ‘Cette diminution des naissances,’ he ob- 
serves, ‘en présence d’un accroissement constant, quoique peu rapide, de la popu- 
lation générale et des maniages, ne peut étfe attribué qu’aux progres de l’esprit 
d’ordre et de prévision dans les familles. C’est d’ailleurs la conséquence prévue de 
nos institutions civiles et sociales, qui, en amenant chaque jour une plus grande 
subdivision de Ja fortune territoriale et mobiliére de la France, développent au sein 
des populations Jes instincts de conservation et de bienétre.’ 

In four departments, among which are two of the most thriving in Normandy, the 
deaths actually exceed the births. 

t ‘Les classes de notre population qui n’ont que leur salaire, celles qui, par cette 
raison, sont les plus exposees a l'indigence, sont aujourd’hui beaucoup mieux pour- 
vues des objets nécessaires & la nourriture, au logement et au vétement, qu’elles ne 
étaient au commencement «du siécle. . . . On peut appuyer [ce fait] du témoi- 
gnage de toutes Jes personnes qui ont souvenir de la premiére des €époques comparees. 
» . « Ol restait des doutes 4 cet cgard, on pourratt facilement les dissiper en con- 
sultant les anciens cultivateurs et les anciens ouvriers, ainsi que nous l’avons fait 
nous-mcmes dans diverses localités, sans rencontrer un seul témoignage contradic- 
toire ; on peut snvoquer aussi les renseignemens recucillis A ce sujet par un obser- 
vateur exact, M. Vallermeé (7ablean de 2Etat Physique et Moral des Outviters, 
liv. i. ch 1.)—From an intelligent work published in 1846, Aécherches sur les 
Causes del Indigence, par A. Clement, pp. 84-5. The same writer speaks (p. 118) 
of ‘la hausse considérable qui s’est manifestée depuis 1789 dans le taux du salaire 
de nos cultivateurs jourgaliers ;’ and adds the following evidence of a higher 
standard of habitual requirements, even in that portion of the town population, the 
state of which 1s usually represented as most deplorable. ‘Depurs quinze a vingt 
ans, un chanj ement considérable s’est manifeste dans les habitudes des ouvriers de 
nos viiles manufacturiéres: ils dépensent aujourd’hui beaucoup plus que par le 
pass¢ pour le vétement et la parure. . . . Les ouvriers de certaines classes, tels que 
Jes anciens cavz/s de Lyon,’ (according to all representations, like their counter- 
part, our handloom weavers, the very worst paid class of artizans,) ‘ne se montrent 
plus comme autrefois couverts de sales haillons.’ (Page 164.) Much strongest 
statements to the same effect are found in the recent work ‘On Property,’ by M. 
Thiers; but as that work is wntten to make out a ca, and overstates nearly 
every argument which the subject affords, I do not venture to rely implicitly on its 
statements, even in matters of fact. 
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of another country in which the. subdivision of the land is really exces- 
sive ; the Palatinate * 

I am not aware of a single authentic instance which supports the 
assertion that 1apid multiplication 1s promoted by peasant properties, 
Instances may undoubtedly be cited of its not being prevented by them, 
and one of the principal of these 1s Belgium ; the prospects of which, in 
respect to population, are at present a matter of considerable uncertainty. 
Belgium has the most rapidly incredsing population on the Continent ; 
and when the circumstances of the country requite, as they must soon do, 
that this rapidity should be checked, there will be a considerable strength 
of existing habit to be broken thiough. Once of the unfavourable circum- 
stances 1s the great power possessed over the minds of the people by the 
Catholic priesthood, whose influence 1s everywhere strongly exeited against 
restraining population. As yet, however, 1t must be 1emembered that the 
indefatigable industiy and great agricultural skill of the people have 
rendered the existing rapidyty of increase practically innocuous ; the great 
number of large estates still undivided affording, by their gradual dis- 
membeiment, a resource for the necessary augmentation of the gioss 
produce ; and there aie, besides, many large manufacturing towns, and 
mining and coal districts, which attract and employ a considerable portion 
of the annual incieasce of population. 

§ 5. But even where peasant properties are accompanied by an excess 
of numbers, this evil 1s not necessaily attended with the additional 
economical disadvantage of too great a subdivision of the land. It does 
not follow because landed profes ty 1s minutely divided, that farms will be 
so. As large properties are perfectly compatible with small farms, so are 
small properties with farms of an adequate size ; and a subdivision of 
occupancy 15 not an inevitable consequence of even undue multiplication 
among peasant proprictors. As might be expected from their admirable 
intelliyence in things relating to their occupation, the klemish peasantry 
have long leant this lesson‘ The habit of not dividing properties, says 
M Rau,f ‘and the opinion that this 1s advantageous, have been so com- 
pletely preserved in Flandeis, that even now, when a peasant dies leaving 
several clildien, they do not think of dividing his patrimony, though it be 
neither entailed nor settled in trust, they prefer selling it entire, and 
sharing the proceeds, considering it as a jewel which loses its value when 
itis divided” That the same fecling must prevail widely even in France, 


* In his httle book on the Agriculture of the Palatinate, already cited. He 
says that the daily wages of labour, which during the last years of the war were 
unusually high, and so continued until 1817, afterwards sank to a lower money- 
rate, but that the prices of many commodities having fallen in a still greater pro- 
portion, the condition of the people was unequivocally improved. The food given 
to farm labourers by their employers has also greatly nnproved in quantity and 
quality. ‘Sie heutigen Tages bedeutend besser ist, als vor ungefahr 40 Jahren, 
wo das Gesinde weniger Fleisch und Mchlspeisen, heinen Kase zum Brote u. del. 
erluelt’ (p. 20) ‘Such an increase of wages’ (adds the Professor) ‘which must 
be estimated not in moncy, but in the quantity of necessaries and conveniences 
which the labourcr 1s enabled to procure, is by universal admission a proof that 
the mass of capital must have increased.’ It proves not only this, but also that 
the labouring population has not incieased m an equal degree; and that in this 
instance as well as in France, the morcellement of the land, even when excessive, 
has been compatible wits a strengthening of the prudential checks to population. 

t+ Page 334 of the Brussels translation. Ile cites as an authority, Schwery 
Landwirthschafttiche Mitthelunorn, i, 185, 
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is shown by the great frequency of sales of land, amounting in ten years 
to a fourth part of the whole soil of the country and M. Passy, in his 
tract ‘On the Changes in the Agricultural Condition of the Departinent 
of the Eure since the year 1800,’ states other facts tending to the same 
conclusion. ‘The example,’ says he, ‘of this department attests that there 
does not exist, aS some writers have imagined, between the distribution 
of property and that of cultivation, a connexion which tends invincibly to 
assimilate them. In no portion of it have changes of ownership had a 
perceptible influence on the size of holdings While, in districts of small 
farming, lands belonging to the same owner are ordinarily distiibuted 
among many tenants, so neither 1s it uncommon, in places where the 
grande culture prevails, for the same faimer to rent the lands of seveial 
proprietors. In the plains of Veain, in particular, many active and rch 
cultivators do not content themselves with a single farm ; others add to 
the lands of their principal holding, all those in the neighbourhood which 
they are able to hire, and in this manner make up a total extent which in 
some cases reaches or eaceeds two hundred hectares’ (five hundied 
English acies) ‘The more the estates are dismembered, the more 
frequent do this sort of arrangements become ; and as they conduce to 
the interest of all concerned, 1t 1s probable that time will confirm them, 

Undue subdivision, and excessive smallness of holdings, are un- 
doubtedly a prevalent evil in some countries of peasant proprictors, and 
particularly in parts of Germany and France The governments of 
Bavaina and Nassau have thought it necessiry to impose a legal limit to 
subdivision, and the Prussian Government unsuccessfully proposed the 
same measure to the States of its Rhenish Provinces. But 1 do not think 
it will anywhere be found that the fetefe culture 1s the system of the 
peasants, and the evande culture that of the giecat landlords. on the 
contrary, wherever the small properties are divided among too many 
proprictors, I believe it to be tue that the large properties also are par- 
celled out among too many farmers, and that the cause is the same in 
both cases, a backward state of capital, skill, and agricultural enterprise. 
There is reason to believe that the subdivision in France 15 not more 
excessive than 1s accounted for by this cause; that it 19 diminishing, not 
Increasing ; and that the te110r expressed in some quarters, at the progress 
of the morcellement, 1s one of the most groundless of real or pretended 
panics, T 

If peasant properties have any effect in promoting subdivision beyond 
the degree which coiresponds to the agricultural practices of the country, 
and which 1s customary on its large estates, the cause must le in one of 
the salutary influences of the system ; the eminent degree in which 1t 
piomotes providence gn the putt of those who, not being yet peasant pro- 
prietors, hope to become so. In England, where the labourer has no in- 
vestment for his sayings but the savings bank, and no position to which 
he can rise by any exeictse of economy, except perhaps that of a petly 
shopkeeper, with its chances of bankiuptcy, there 1s nothing at all re- 
sembling the intense spirit of thrift which takes possession of one who, 
from being a day labourer, can raise himself by saving to the condition of 


* One of the important papers which have appcaied in the Journal des 
Economistes, the monthly organ of the principal political econumists of Iiance, 
and doing great honour to their knowledge and abiltas, M. Passy’s cssay has 
been reprinted separately as a pamphlet. 

T See the Appendix to the present volume, 
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a landed proprietor. According to almost all authorities, the real cause 
of the morcellement is the higher price which can be obtained for Jand by 
selling it to the peasantry, as an investment for their small accumulations, 
than by disposing of it entire to some rich purchaser who has no object 
but to live on its income without improving it. The hope of obtaining 
such an investment 1s the most powerful of inducements, to those who are 
without land, to practise the industry, frugality, and self-restraint, on which 
their success 1n this object of rational ambition 1s dependent. In Flanders, 
according to Mr. Fauche, the British Consul at Ostend,* ‘farmers’ sons 
and those who have the means to become farmers will delay their 
matiage until they get possession of a farm’ Once a farmer, the next 
object 1s to become a proprietor. ‘The first thing a Dane does with his 
savings, says Mr. Browne, the Consul at Copenhagen,t ‘1s to purchase a 
clock, then a horse and cow, which he hires out, and which pays a good 
interest. Then his ambition is to become a petty proprietor, and this 
class of persons 1s better off than anyin Denmark. Indeed, 1 know of no 
people in any country who have more easily within their reach all that is 
really necessary for life than this class, which is very large in comparison 
with that of labourers.’ 

As the result of this enquiry into the direct operation and indircct 
influences of peasant properties, I conceive it to be established, that there 
is no necessary connexion between this form of landed property and an 
imperfect state of the arts of production ; that it 1s favourable in quite as 
many respects as it is unfavourable, to the most effective use of the 
powers of the soil; that no other existing state of agricultural economy 
has so beneficial an effect on the industry, the intelligence, the frugality, and 
prudence of the population, nor tends on the whole so much to discourage 
an improvident increase of their numbers ; and that no other, therefoie, 
is on the whole so favourable, in the present state of their education, both 
to their moral and their physical welfare. Whether and in what these con- 
siderations admit of useful application to any of the practical questions 
of our time, will be considered in a future chapter. 


CHAPTER VIII. 
OF METAYERS, 


§ 1. From the case in which the produce of land and labour belongs 
undividedly to the Jabourer, we proceed to the cases in which it is 
divided, but between two classes only, the labourers and the landowners ; 
the character of capitalist merging in the one or the other, as the case 
may be. It is possible indeed to conceive that there might be only two 
classes of persons to share the produce, and that a class of capitalists 
might be one of them ; the character of labourer and that of landowner 
being united to form the other. This might occur in two ways. The 
labourers, thongh owning the land, might let it to a tenant, and work 
under him as hired servants. But this arrangement, even in the very rare 
cases which could give rise to it, would not require any particular discus- 
sion, since it would not differ in any material respect from the threefold 

* In a communication to the Commissioners of Poor Law Enquiry, p. 640 of 


their Forcign Communications, Appendix F to their First Report. 
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system, of labourers, capitalists, and landlords. The other case is the not 
uncommon one, in which a peasant proprietor owns and cultivates the 
land, but raises the little capital required, bya mortgage upon it. Neither 
does this case present any important peculiarity. There is but one per- 
son, the peasant himself, who has any right or power of interference in 
the management. He pays a fixed annuity as interest to a capitalist, as 
he pays another fixed sum in taxes to the government. Without dwell- 
ing further on these cases, we pass to those which do present marked 
features of peculiarity. 

When the two parties sharing in the produce aie the labourer or 
labourers, and the landowner, it is not a very material circumstance in 
the case, which of the two furnishes the stock, or whether, as sometimes 
happens, they furnish it, in a determinate proportion, between them. ‘The 
essential difference does not lie in this, but m another circumstance, 
namely, whether the division of the produce between the two is regulated 
by custom, or by competition. We will begin with the former case ; of 
which the metayer culture is the principal, and in Euiope almost the 
sole example. 

The principle of the metayer system is that the labourer, or peasant, 
makes his engagement directly with the landowner, and pays, not a fixed 
rent, either in money or in kind, but a ceitain propoition of the produce, 
or rather of what remains of the produce after deducting what 1s con- 
sidered necessary to keep up the stock. The proportion 1s usually, as the 
namie imports, one-half; but in several districts in Italy it 1s two-thirds. 
Respecting the supply of stock, the custom vanes from place to place: 
in some places the landlord furnishes the whole, 1n others half, in others 
some particular part, as for instance the cattle and seed, the labourer 
providing the implements.* ‘This connexion,’ says Sismondi, speaking 
chiefly of Tuscany,t ‘is often the subject of a contract, to define certain 
services and certain occasional payments to which the metayer binds 
himself: nevertheless the differences in the obligations of one such con- 
tract and another are inconsiderable; usage governs alike all these 
engagements, and supplies the stipulations which have not been expressed : 
and the landlord who attempted to depart from usage, who exacted more 
than his neighbour, who took for the basis of the agreement anything but 
the equal division of the crops, would render himself so odious, he would 


* In France, before the Revolution, according to Arthur Young (1. 403) there 
was grcat local diversity in this respect. In Champagne, ‘the landlord commonly 
finds half the cattle and half the sced, and the metayer, labour, implements, and 
taxes ; but in some districts the landlord bears a share of these. In Roussillon, 
the landlord pays half the taxes ; and in Guienne, from Auch to Fleuran, many 
landlords pay all. Near Aguillon, on the Garonne, the metayers furnish half the 
cattle. At Nangis, in the Isle of France, I met with an agreement for the landlord 
to furnish live stock, implements, harness, and taxes; the metayer found labour 
and his own capitation tax : the landlord repaired the house and gates ; the metayer 
the windows: the landlord provided seed the first hae the metayer the 
last ; 1n the intervening years they supply half and half. In the Bourbonnois 
the landlord finds all sorts of live stock, yet the metayer sells, changes, and buys 
at his will; the steward keeping an account of these mutations, fo. the landlord 
has half the product of sales, and pays half the purchases.’ In Piedmont, he 
says, ‘the landlord commonly pays the taxes and repairs the buildings, and the 
tenant provides cattle, implements, and seed’ (ii. 151)# 

[ee sur l’ Economie Politique, 6me essai: De la Condition des Cultivateurs 
en Toscane, 
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be so sure of not obtaining a metayer who was an honest man, that the 
contract of all the metayers may be considered as identical, at least in 
each province, and never gives nse to any competition among peasants 
in search of employment, or any offer to cultivate the soil on cheaper 
terms than one another. To the same effect Chateauvieux,* speaking of 
the metayeis of Piedmont. ‘ They consider it’ (the farm) ‘as a patrimony, 
and never think of renewing the lease, but go on from generation to 
yenciation, on the same terms, without wiitings or registries.’ 

§ 2, When the partition of the produce is a matter of fixed usage, not 
of varying convention, political economy has no laws of distribution to 
investigate. It has only to consider, as in the case of peasant pro- 
prictors, the effects of the system, first, on the condition of the 
peasantry, morally and physically, and secondly, on the efficiency of the 
jabour. In both these particulars the metayer system has the charac- 
teristic advantages of peasant properties, but has them tn a less degree. 
The metayer has less motive to exertion than the peasant proprietor, 
since only half the fruits of his industry, instead of the whole, are his 
own. but he has a much stronger motive than a day labourer, who has 
no othe: interest in the result than not to be dismissed. If the metayer 
cannot be turned out except for some violation of his contract, he has a 
stronger motive to exertion than any tenant-farmer who has not a lease. 
The metayer 1s at least his landlord’s partner, and a half-sharer in their 
joint gains. Where, too, the permanence of his tenure 1s guaranteed by 
custom, he acquires local attachments, and much of the feelings of a pro- 
prietor. I am supposing that this half produce 1s sufficient to yield him 
a comfortable support. Whether it 1s so, depends (in any given state of 
agriculture) on the degree of subdivision of the land ; which depends on 
the operation of the population principle. A multiplication of people, 
beyond the number that can be properly supported on the land or taken 
off by manufactures, 1s incident even to a peasant proptictary, and of 
course not less but rather more incident to a metayer population, The 
tendency, however, which we noticed in the pioprietary system, to pro- 
mote prudence on this point, is in no small degree common to it with the 
metayer system. There, also, it 1s a matter of easy and exact calculation 
whether a family can be supported or not. If it 1s easy to see whether 
the owner of the whole produce can increase the production so as to 
maintain a greater number of persons equally well, 1t 1s a not less simple 
problem whether the owner of half the produce can do so.{ There 1s 


* Tellers from Italy quote from Dr. Rigby’s translation (p. 22 ) 
* This virtual fixity of tenure 1s not, however, universal even in Italy ; and itis 
to its absence that Sismondi attributes the inferior condition of the metayers in 
some provinces of Naples, in Lucca, and in the Riviera of Genoa; where the 
Jandlords olstain a larger (though still a fixed) share of the produce. In those 
countries the cultivation 1s splendid, but the people wretched‘y poor. ‘ The same 
misfortune would probably have befallen the people of Tuscany if public opinion 
did not protect the cultivator ; but a proprictor would not dare to impose cun- 
ditions unusual in the country, and even in changing one metayer for another, he 
alters nothing in the terms of the engagement.’ (Nouveaux Principes, liv.in.ch. §.) 

“+ A high authority among Trench political economists, M. Fréderic Bastiat, 
affirms that even in France, incontestably the least favourable example cf the 
metayer system, its effect yi repressing population 1s conspicuous, 

‘Un fait bien constaté, c’est que la tendance & une multiplication désordonnde 
se manifeste principalement au sein de cette classe d’hommes qui vit de salaires, 


one check which this system seems to offer, over and above those held 
out even by the proprietary system ; there 1s a landlord, who may exeit a 
controlling power, by refusing his consent to a subdivision. I do not, 
however, attach great importance to this check, because the farm may be 
loaded with superfluous hands without being subdivided ; and because, 
so long as the increase of hands increases the gross produce, which 1s 
almost always the case, the landlord, who receives half the produce, 15 an 
immediate painer, the inconvenience falling only on the labourers. ‘Ihe 
landloid is no doubt lable in the end to suffer from their poverty, by 
being forced to make advances to them, especially in bad seasons ; and a 
foresight of this ultimate inconvenience may operate beneficially on such 
landlords as prefer future security to present profit. 

The characteristic disadvantage of the metayer system is very fairly 
stated by Adam Smith. After pointing out that metayers ‘have a plain 
interest that the whole produce should be as great as possible, in order 
that their own proportion may be so,’ he continues,* ‘it could never, 
however, be the interest of this species of cultivators to lay out, in the 
further improvement of the land, any part of the little stock which they 
might save from their own share of the produce, because the lord, who 
laid out nothing, was to get one-half of whatever it produced. The tithe, 
which 1s but a tenth of the produce, 1s found to be a very great 
hindrance to improvement. A tax, therefore, which amounted to one- 
half, must have been an effectual bar tp it. It might be the interest of a 
metayer to make the land produce as much as could be brought out of it 
by means of the stock furnished by the proprietor ; but it could never be 
his interest to mix any part of his own with it. In France, where five 
parts out of six of the whole kingdom are said to be still occupied by 
this species of cultivators, the proprietors complain that their metayers 
take every opportunity of employing the master’s cattle rather in carriage 
than in cultivation ; because in the one case they get the whole profits to 
themselves, in the other they share them with their landlord.’ 

It 1s indeed implied in the very nature of the tenure, that all improve- 
ments which require expenditure of capital must be made with the capital 
of the landlord. ‘This, however, 1s essentially the case even in England, 
whenever the farmers are tenants-at-will: or (if Arthur Young 1s nyht) 
even on a ‘nine years’ lease.’ If the landlord 1s willing to provide capital 
for improvements, the metayer has the strongest interest 12 promoting 
them, since half the benefit of them will accrue to himself. As, however, 
the perpetuity of tenure which, in the, case which we are discussing, he 











ee 


Cette prévoyance qui retarde Jes mariages a sur elle peu d’empire, parce que les 
maux qui resultent de }’gxcés de concurrence ne lui apparaissent que trés-confus¢- 
ment, et dans un lointain en apparence peu redoutable. (Gest donc la circonstance 
la plus favorable pour un pays d’étre organisé de maniére 4 exclure le salariat. 
Dans les pays de metairies, les mariages sont déterminés principalement par les 
besoins de la culture; 1ls se multiplient quand, par quelque circonstance, les 
mctairies offrent des vides nuisibles aux travaux; ils se ralentissent quand les 
places sont remplies. Ici, un état de choses facile 4 constater, savoir, le rapport 
entre I’¢tendue du domaine et le nombre des bras, opére comme la prevoyance et plus 
sirement qu’elle. Aussi voyons-nous que si aucune circonstance n’intervient pour 
ouvrir des débouchés 4 une population surnumeraire, elle demeure stationnaire, 
Nos départements méridionaux en sont la preuve,’—Constdérations sur le Métayage, 
Journal des Economsstes for February 1846. 
* Wealth of Nations, book iii. ch. 2 
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enjoys by custom, renders his consent a necessary condition, she spirit 
of routine, and dislike of innovation, characteristic of an agricultural 
people when not corrected by education, are no doubt, as the advocates 
of the system secm to admit, a serious hindrance to improvement. 

§ 3. The metayer system has met with no mercy from English autho- 
rities. ‘There is not one word to be said in favour of the practice,’ says 
Arthur Young,* ‘and a thousand arguments that might be used against 
it. The hard plea of necessity can alone be urged in its favour; the 
poverty of the farmers being so great, that the landlord must stock the 
farm, or it could not be stocked at all: this is a most cruel burthen toa 
proprietor, who is thus obliged to run much of the hazard of farm:ng in 
the most dangerous of all methods, that of trusting his property absolutely 
in the hands of people who are generally ignorant, many careless, and 
some undoubtedly wicked. ... In this most miserable of all the modes 
of letting Jand, the defrauded landlord receives a contemptible rent ; the 
farmer is 1n the lowest state of poverty ; the Jand is miserably cultivated ; 
and the nation suffers as severely as the parties themselves. . . . Wher- 
every this system prevails, 1t may be taken for granted that a useless and 
miserable population is found. . . . Wherever the country (that I saw) is 
poor and unwatercd, in the Milanese, it 1s in the hands of metayers °’ 
they are almost always in debt to their landloid for seed or food, and 
‘their condition is more wretched than that of a day labower. . . . There 
are but few districts’ (in Italy) ‘where lands are let to the occupying 
tenant at a money-rent ; but wherever it 1s found, their cropsare greater ; 
a clear proof of the imbecility of the metaying system.’ ‘ Wherever it’ 
(the metaying system) ‘has been adopted, says Mr. M‘Culloch,§ ‘it has 
put a stop to all improvement, and has reduced the cultivators to the most 
abject poverty.’ Mr. Jones'| shares the common opinion, and quotes 
Turgot and Destutt-Tracy in support of it. The impression, however, of 
all these writers (notwithstanding Arthur Young’s occasional references 
to Italy) seems to be chiefly derived from France, and France before the 
Revolution. Now the situation of French metayers under the old 
régime by no means represents the typical form of the contract. It is 
essential to that form, that the proprietor pays all the taxes. But in 
France the exemption of the noblesse from direct taxation had Jed the 
Government to throw the whole burthen of their ever-increasing fiscal 
exactions upon the occupiers: and it is to these exactions that Turgot 
ascribed the extreme wretchedness of the metayers: a wretchedness in 


* Travels, vol.i. pp. 404-5.  t Ibid. vol. ii, pp. 151-3. tf Ibid. ii. p. 217, 

§ Principles of Politrcal Economy, 3rd ed., p. 471. 

| Essay on the Distribution of Wealth, pp. 102-4. - 

{ M. de Tracy 1s pa‘tially an exception, inasmuch as his experience reaches 
lower down than the revolutionary period: but he admits (as Mr. Jones has 
himself stated in another place) that he is acquainted only With a limited district, 
of great subdivision and unfeitile soil. 

M. Passy is of opinion, that a French peasantry must be in indigence and the 
country badly cultivated on a metayer system, because the proportion of the 
produce claimable by the landlord is too high ; it being only in more favourable 
climates that any land, not ofthe most exuberant fertility, can pay half its gross 
produce in rent, and leave enough to peasant farmers to enable them to grow 
successfully the more exp€nsive and valuable products of agriculture. (Systemes de 
Culture, p. 35.) This 1s an objection only toa particular numerical proportion, 
which is indeed the common one, but is not essential to the system. 
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some cases so excessive, that in Limousin and Angoumois (the provinces 
which he administered) they had seldom more, according to him, after 
deducting all burthens, than from twenty-five to thirty livres (20 to 24 
shillings) per head for their whole annual consumption : ‘ye ne dis pas en 
argent, mais en comptant tout ce quwils consomment en nature sur ce 
quvils ont récolté.* When we add that they had not the virtual fixity of 
tenure of the metayers of Italy, (‘in Limousin,’ says Arthur Young,T ‘the 
metayers are considered as little better than memal servants, removable 
at pleasure, and obliged to conform in all things to the will of the land- 
lords’) it is evident that their case affords no argument against the 
inetayer system in its better form. A population who could call nothing 
their own, who, like the Irish cottiers, could not in any contingency be 
worse off, had nothing to restrain them from multiplying and subdividing 
the land until stopped by actual starvation. 

We shall find a very different picture, by the most accurate authorities, 
of the metayer cultivation of Italy. In the first place, as to subdivision. 
In Lombardy, according to Chateauvieux,t there are few farms which 
exceed sixty acres, and few which have less than ten. These farms are 
all occupied by metayers at half profit, They invariably display ‘an 
extent'| and a richness in buildings rarely known in any other country in 
Europe.” Their plan ‘affords the greatest room with the least extent of 
building ; is best adapted to arrange and secure the crop ; and is, at the 
same time, the most economical, and the least exposed to accidents by 
fire’ The court-yard ‘exhibits a whole so regular and commodious, and 
a system of such care and good order, that our dirty and ill-arranged farms 
can convey no adequate idea of.’ The same description applies to Pied- 
mont. The rotation of crops is excellent. ‘I should think] no country 
can bring so large a portion of its produce to market as Piedmont.’ 
Though the soil 1s not naturally very fertile, ‘the number of cities is pro- 
digiously gieat. The agriculture must, therefore, be eminently favourable 
to the net as well as to the gross produce of theland. ‘Each plough works 
thirty-two acres in the season. ... Nothing can be more perfect or 
neater than the hoeing and moulding up the maize, when in full growth, 
by a single plough, with a pair of oxen, without injury to a single plant, 
while all the weeds are effectually destroyed.’ So much for agricultural 
skill. ‘ Nothing can be so excellent as the crop which precedes and that 
which follows it.’ The wheat ‘1s thrashed by a cylinder, drawn by a horse, 
and guided by a boy, while the labourers turn over the straw with forks. 
This process lasts nearly a fortnight ; it is quick and economical, and 
completely gets out the grain. ...In no part of the world are the 
economy and the management of the land better understood than in 
Piedmont, and this explains the phenomenon of its great population, and 
immense export of provisions.’ All this under metayer cultivation. 


* See the ‘ Mémoire sur la Surcharge des Impositions qu’éprouvait la Géneralité 
de Limoges, adressé au Conseil d’Etat en 1766,’ pp. 260-304 of the fourth volume 
of Turgot’s Works, The occasional engagements of landlords (as mentioned by 
Arthur Young) to pay a part of the taxes, were, according to Turgot, of recent 
origin, under the compulsion of actual necessity. ‘Le propriétaire ne s’y préte 
qu’autant qu'il ne peut trouver de métayer autrement ; ainsi, méme dans ce cas-la, 
le métayer est toujours réduit Ace qu'il faut précisément pour ne pas mourir de 
faim ’ (p. 275). . 

t Vol. i. p. 404, + Letlers from Italy, translated by Rigby, p. 16, 

§ Ibid. pp. 19, 20, | Ibid. pp. 24-31, 
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Of the valley of the Arno, in its whole extent, both above and below 
Florence, the same writer thus speaks .* ‘Forests of olive-trees covered 
the lower parts of the mountains, and by their foliage concealed an 
infinite number of small farms, which peopled these parts of the moun- 
tains ; chestnut-trees 1aised their heads on the higher slopes, their healthy 
verdure contrasting with the pale tint of the olive-trees, and spreading a 
brightness over this amphitheatre The road was bordered on each side 
with village-houses, not more than a hundred paces from each other... . 
They are placed ata httle distance from the road, and separated from it 
by a wall, and a terrace of some fect in extent. On the wall are commonly 
placed many vases of antique forms, in which flowers, aloes, and young 
orange-trees are growing. ‘The house itself 1s completely covered with 
vines ... Before these houses we saw groups of peasant females dressed 
in white linen, silk corsets, and straw-hats ornamented with flowers. . . 
These houses being so near each other, it 1s evident that the land annexed 
to them must be small, and that property, in these valleys, must be very 
much divided : the extent of these domains being from threc to ten acres. 
The land hes round the houses, and 1s divided into fields by small canals, 
or rows of trees, some of which are mulberry-trees, but the greatest 
number poplars, the leaves of which are eaten by the cattle. Each tree 
supports a vine... . These divisions, arrayed in oblong squares, are 
large enough to be cultivated by a plough without wheels, and a pair of 
oxen. There 1s a pair of them between ten or twelve of the farmers ; 
they employ them successively in “the cultivation of all the farms. ... 
Almost every farm maintains a well-looking horse, which goes in a small 
two-wheeled cart, neatly made, and painted red ; they serve for all the 
purposes of draught for the farm, and also to convey the farmer's daughters 
to mass and to balls. Thus, on holidays, hundreds of these little carts 
are seen flying in all directions, carrying the young women, decorated 
with flowers and nbbons.’ 

This 15 not a picture of poverty ; and so far as agriculture 1s concerned, 
it effectually redeems metayer culation, as existing in these countries, 
from the reproaches of English writers ; but with respect to the condition 
of the cultivators, Chateauvieun’s testimony 15, In some points, not so 
favourable ‘It ist neither the natual fertility of the soil, nor the 
abundance which strikes the cye of the traveller, which constitute the 
well-being of its inhabitants. It 1s the number of individuals among 
whom the total produce is divided, which fixes the portion that cach 1s 
enabled toenjoy Hercitisverysmall, Ihave thus far, indeed, exhibited 
a delightful country, well watered, fertile, and covered with a perpetual 
vegetation ; [ have shown it divided into countless inclosuies, which, hike 
so many beds in a garden, display a thousand varying productions ; I 
have shown, that to‘all these inclosures are attached well-built houses, 
clothed with vines, and decorated with flowers ; but, on entering them, we 
find a total want of all the conveniences of hfe, a table more than frugal, 
and a general appearance of privation’ Is not Chateauvieux here un- 
consciously contrasting the condition of the metayers with that of the 
farmers of other countries, when the proper standard with which to 
compare it 1s that of the agricultural day-labowers ? 

Arthur Young says,} ‘I was assured that these metayers are (especially 
near Florence) much,at their ease ; that on holidays they are dressed 


* Pp, 78-9. t Pp. 73-6. t Travels, vol. ij, p. 156, 
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remarkably well, and not without obyects of luxury, as silver, gold, and 
silk; and live well, on plenty of bread, wine, and Iegumes. In some 
instances this may possibly be the case, but the general fact 1s contrary, 
It is albsurd to think that metayers, upon such a farm as 1s cultivated by a 
pair of oven, can live at their ease ; and a clear proof of their poverty is 
this, that the landlord, who provides half the live stock, is often obliged to 
Jend the peasant money to procure his half... .. The metayers, not in 
the vicinity of the city, are so poor, that landlords even lend them corn to 
eat: their food is black bread, made of a mixture with vetches ; and 
their drink 1s very little wine, mixed with water, and called aguarolle ; 
meat on Sundays only ; their dress very ordinary. Mr. Jones admits the 
superior comfort of the metayers near Florence, and attnbutes it partly to 
straw-platting, by which the women of the peasantry can earn, according 
to Chiteauvieus,* from fifteen to twenty pence aday. Dut even this 
fact tells in favour of the metayer system ; for in those parts of England 
in which either straw-platting 01 lace-making 1s carried on by the women 
and children of thelabouring class,asin Bedfordshireand Buckinghamshire, 
the condition of the class 1s not better, but rather worse than elsewhere, 
the wages of agricultural labour being depressed by a full equivalent. 

In spite of Chateauvicuy’s statement respecting the poverty of the 
mctaycrs, his opinion, in respect to Italy at least, 1s given in favour of the 
system ‘It occupies} and constantly interests the proprietors, which is 
never the case with great proprictors who Icase their estates at fixed rents. 
It establishes a community of interest’, and relations of kindness between 
the proprietors and the metayers; a kindness which I have often 
witnessed, and from which result great advantages in the moral condition 
of society. The propiictor, under this system, always interested in the 
success of the crop, never refuses to make an advance upon it, which the 
land promises 10 repay with interest. It 1s by these advances, and by the 
hope thus inspned, that the nch propnetors of land have gradually per- 
fected the whole 1ural economy of Italy. Its to them that it owes the 
numerous systems of irtigation which water its soil, as also the establish- 
ment of the terrace culture on the hills. gradual but permanent improve- 
ments, which common peasants, for want of means, could never have 
effected, and which could never have been accomplished by the farmers, 
nor by the great proprietors who let their estates at fixed rents, because 
theyare not sufficiently interested. Thus the interested system forms of itself 
that allance between the rch proprietor, whose means provide for the 
improvement of the culture, and the metaycr, whose care and labouis are 
directed, by a common intelest, to make the most of these advances.’ 

But the testimony most favourable to the system 1s that of Sismondi, 
which has the advantage of being specific, and from accurate knowledge ; 
his information being not that of a traveller, but of a resident proprictor, 
intimately acquainted with rural life. His statements apply to ‘Tuscany 
generally, and mdte patticularly to the Val di Nievole, in which his own 
plopeity lay, and which is not within the supposed privileged circle 
Immediately round Florence. It 1s one of the distiicts in which the size 
of faims appears to be the smallest. ‘The following 1s his description of 
the dwellings and mode of hfe of the metayers of that district £ 

‘Cette maison, bitie en bonnes murailles 4 chaiuy et 4 cunent, a tou- 


* Letters from Italy, p. 75. f Ibid. pp. 295-6. 
~ From his Sixth Essay, formerly referred to, 
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jours au moins un étage, quelquefois deux, au-dessus du rez-de-chaussée, 
Le plus souvent on trouve 4 ce rez-de-chaussée la cuisine, une ¢table pour 
deux bétes 4 corne, et le magasin, qu prend son nom, ¢/7zaza, des grandes 
cuves (/777) ot l’on fait fermenter Je vin, sans le soumettre au pressour ; 
cest 14 encore que le métayer enferme sous clé ses tonneaux, son huile, et 
son bi¢. Presque toujours il posséde encore un hangar appuyé contre la 
maison, pour qu’ll puisse y travailler 4 couvert 4 raccommoder ses outils, 
ou A hacher le fourrage pour son bétail. Au premier et au second ¢tage 
sont deux, trois, et souvent quatre chambres 4 lit .. . La plus spacicuse 
et la mieux aérée de ces chambres est en gén¢ral destinée par le métayer, 
pendant les mois de Mai et de Juin, 4 I’éducation des vers 4 soie: de 
grands coffres pour enfermer les habits et le linge. et quelques chaises de 
bois, sont les principaux meubles de ces chambres; mais une nouvelle 
épouse y apporte toujours sa commode de bois de noyer. Les lits sont 
sans rideaux, sans tour de lit; mais sur chacun, outre un bon garde- 
paille remplh de la paille élastique du blé de Turquie, on voit un ou deux 
matelas en laine, ou, chez les plus pauvres, en ctoupe, une bonne couver- 
ture piquée, des draps de forte toile de chanvre, ct sur le meilleur Jit de la 
famille, un tapis de bourre de soie qu’on étale les jours de fete. Il n’ya 
de cheminée qu’a la cuisine ; dans la méme piéce on trouve toujours la 
grande table de bois ot dine la famille, avec ses bancs ; le grand coffie, 
qui sert en méme temps darmone pour conserver Je pain ct les provisions, 
et de pétrin ; un assoitiment assez complet et fort peu coiiteu, de pots, de 
plats et d’assiettes en terre cuite ; une ou deux lampes de laiton, un poids 
a la romaine, et au moins deux cruches en cuivre rouge pour purser et 
pour conserver Yeau. Tout le linge et tous les habits de tiavail de la 
famille ont été filés par les femmes de Ja maison. Ces habits, tant pour 
les hommes que pour les femmes, sont de I’¢toffe quils nomment messa 
lana si elle est passe, wzo/a si elle est Iégtre. La trame est un gros fil 
ou de chanvre ou d’ctoupe, le remplissage est de laine ou de coton; elle 
est teinte par les mémes paysannes qui Tont filée. On se figurerait 
difficilement combien, par un travail assidu, les paysannes savent accu- 
muler et de toile et de mesza /una,; combien de traps se trouvent au 
dépét commun: combien chaque membre de Ja famille a de chemises, 
de vestes, de pantalons, de jupons, et de robes. Pour le faire 
comprendre, nous joignons en note une partie de linventaire de la 
famille de paysans que nous connaissons le mieux ; elle n’est ni parmi les 
plus pauvres ni parm les plus riches, et elle vit heuicuse par son travail 
sur la moitié des récoltes de moins de dix arpens de terre.* Cette épouse 


* ‘Inventaire du trousseau de Jeanne, fille de Valente Papini, 4 son manage 
avec Giovacchino Land), le 29 Avril 1835, 4 Porta Vecchia, pres Pescia: 

‘28 chemises, 3 robes de bourre de soie en couleur, 4 roles de fleuret de soie en 
couleur, 7 robes d’Indtenne ou toile de coton, 2 robes de travail d’hiver (mezza 
lana), 3 robes et jupons de travail d’été (mzo/a), 3 jupes blanch’s, 5 tabliers de toile 
peinte, 1 tablier de sore noir, 1 tablier de mérinos noir, 9 tabliers de travail (0/2) 
en couleur, 4 mouchoirs blancs, 8 mouchoirs en couleur, 3 mouchoirs de soie, 2 
voiles brodés et 1 voile de tulle, 3 essuie-mains, 14 paires de bas, 2 chapeaux, I’un 
de feutre, l'autre de paille fine : 2 camées d’or, 2 boucles d’oreilles en or, 1 chapelet 
avec deux piastres romaines, 1 collier de corail avec sa croix d’cr. . . . Toutes les 
épouses plus riches ont de plus /a veste di seta, la grande robe de toilette, de soie, 
qu’elles ne portent que quatre ou cinq fois dans leur vie. 

‘Les hommes n'ont point de trousseaux : l’époux en se mariant n’avait que 14 
chemises, et Je reste en proportion. II n’a encore 4 present que 13 pares de draps, 
tandis que dans la famille de sa femme il y cn a 30 paires,’ 
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avait eu 50 écus de dot, dont 20 payés comptant, et le reste 4 terme, & 2 
écus par année. L’écu de Toscane vaut 6 francs. La dot la plus com- 
mune pour les paysannes, dans le reste de Ja Toscane ou Ics métairies 
sont plus grandes, est de 100 écus, 600 francs.’ 

Is this poverty, or consistent with poverty? When a common, M. de 
Sismondi even says ¢4e common, marriage portion of a metayer’s 
daughter is £24 English money, equivalent to at least £50 in Italy and in 
that rank of life ; when one whose dowry 1s only half that amount, has the 
trousseau just described, which is represented by Sismondi as a fair 
average; must not the class be fully comparable, in general condition, to 
a large proportion even of capitalist farmers in other countries? and in- 
comparably above the day labourers of any country, except a new colony, 
or the United States. Very little can be inferred, against such evidence, 
from a traveller’s impression of the poor quality of their food. Its unex- 
pensive character may be rather the effect of economy than of necessity. 
Costly feeding is not the favourite luxury of a southern people ; their diet, 
in all classes, is principally vegetable, and no peasantry on the Continent 
has the superstition of the English labourer respecting white bread. But 
the nourishment of the Tuscan peasant, according to Sismond, ‘1s whole- 
some and various: its basis 1s an excellent wheaten bread, brown, but 
pure from bran and from all mixture.” ‘Dans Ja mauvaise saison, 11 ne fait 
que deux repas par jour: 4 dix hemes du matin 11 mange sa pollenta, & 
Ventrée de la nuit 11 mange la soupe, puis du pain avec quelque assalsonne- 
ment (companatzco). En ¢té il fait trbis repas, 4 huit heures, 4 une heure, 
et au soir, mais il n’allume de feu qu’une seule fois par jour, pour son diner, 
qui se compose de soupe, puis d’un plat ou de viande salée, ou de poisson 
sec, ou de haricots, ou d’herbages, qu’il mange avec du pain La viande 
salée n’entre que pour une quantité bien minime dans cet ordinaire, car il 
estime que quarante livres de porc salé par individu suffisent amplement 
@ son provision de lanndée: 11 en met deux fois par semaine un peut 
morceau dans son potage. Le dimanche 1l a toujours sur sa table un plat 
de viande fraiche, mais un morceau qui ne ptse qu'une livre ou une livre 
et demie suffit 4 toute la famille, quelque nombreuse qu'elle soit. I] ne 
faut point oublicr que le paysan Toscan récolte en général de Vhuile 
dolive pour son usage: il s’en sert, non sculement pour s’¢claner, mais 
pour assaisonner tous les végétaux quil appréte pour sa table, et qui 
deviennent ainsi bien plus savoureux et plus nututifs. A déjeuneril mange 
du pain, et quelquefois du fromage ct des fruits ; 4 soupcr, du pain et de 
la salade. Sa boisson se compose du vin inféricur du pays, et de la 
vinelle ou piquette faite d’eau fermentde sur le marc du raisin. I] réserve 
cependant toujours quelque peu de son meilleur vin pour le jour ot il 
battra son grain, et pour quelques fétes qui se c¢lébrent en famille. I] 
estime 4 dix barils dé vinelle par année (environ einquante bouteilles) et 
a cing sacs de froment (environ mille livres de pain) la portion requise 
pour un homme fait.’ 

The remarks of Sismondi on the moral influences of this state of socicty 
are not less worthy of attention. The rights and obligations of the 
mctayer being fixed by usage, and all taxes and rates being paid by the 
proprietor, ‘le métayer a les avantages de la propricté sans inconvenient 
de la défendre. C’est au proprictaire qu’avec la terre appartient la guerre: 
pour Iw 11 vit en paix avec tous ses voisins; ilgn’a 4 Jeur ¢gard aucun 
motif de rivalité ou de défiance ; il conseive la bonne harmonie avec eux, 
comme avec son maitre, avec le fisc et avec ’éghise; il vend peu, il achéte 
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peu, il touche peu d’argent, mais personne ne lui en demande. Ona 
souvent parlé du caractére doux et bienveillant des Toscans, mais on 
n’a point assez remarqué la cause qui a le plus contribué a préserver cette 
douceur : c’est celle qui a soustrait tous les agriculteurs, formant plus des 
trois quarts de la population, 4 presque toute occasion de querelle.’ The 
fixity of tenure which the, mctayer, so long as he fulfils his known obliga- 
tions, possesses by usage, although not by law, gives him the local attach- 
ments, and almost the strong sense of personal interest, characteristic of 
a proprietor. ‘Le méetayer vit sur sa métairie comme sur son héntage, 
l’armant d’affection, travaillant 4 la bonifier sans cesse, se confiant dans 
Pavenir, et comptant bien que ses champs seront travaillés aprés lui par 
ses enfans et les enfans de ses enfans. En effet, le plus grand nombre 
des métayers vivent de génération en génération sur la méme terre ; 1s la 
connaissent en détail avec une précision que le sentiment seul de la 
propriété peut donner. . . . Les champs élevés en terrasses Ies uns 
au-dessus des autres n’ont souvent pas plus de quatie pieds de largeur, 
mais il n’y en a pas un dont Je métayer n’ait étudié en quelque sorte le 
caracttre Celu-ci est sec, celui-l4 froid et humide ; 1c: la terre est 
profonde, lA ce n’est qw’une croiite qui couvre 4 peine le roc; le froment 
prospére mieux sur Pun, le seigle sur l'autre ; 1c1 ce serait peine perduc de 
seme! du blé de Turquie, ailleurs la terre se refuse aux féves et aux lupins, 
plus loin Je Jin viendra a merveille, ct le boid de ce ruisscau sera propre 
au chanvre ainsi Yon apprend du métayer, avec étonnement, que dans 
une espace de dix arpens, le sol, les aspects, et ’Inclinaison du terrain, 
présentent plus de vanété qu’un mche fermier n’en sait en général dis- 
tinguer dans une ferme de cing cents acres d’étendue C'est que le 
dernier sent qu'il n’est 14 que de passage, que de plus 11 doit se conduire 
par des régles générales, et negliger les détails. Mais le métayer, avec 
Yexpérience du passé, a sent: son intelligence éveillée par lintérét et 
Paffection pour devenir le meilleur des observateurs, et avec tout Pavenir 
devant lu, il ne songe pas 4 lu) seulement, mais a ses enfans et a ses 
petit enfans. Aussi lorsqu’il plante Volivier, arbre séculaire, et quil ménage 
au fond du creux qu'il fait pour lu: un écoulement aux eaux qui pourraient 
lui nuire, 11 étudie toutes Jes couches de terrain quil est appelé a 
défoncer ’* 

§ 4. I do not offer these quotations as evidence of the intrinsic excel- 
lence of the metayer system ; but they surely suffice to prove that neither 

* Of the intelligence of this most interesting people, M. de Sismondi speaks in 
the most favourable terms. Few of them can read 3 but there 1s often one member 
of the family destined for the priesthood, who reads to them on winter evenings. 
Their language differs little from the purest Italian. The taste for improvisation in 
verse 1s general, ‘ Les paysans du val de Nievole fréquentent le spectacle les ours 
de féte, en été, de neuf a onze heures du soir: leur admission ne leur cofite guére 
que cing sols de I‘rance, Alfieri est leur auteur de prédilection ; toute l'histoire 
des Atrides est familicre 4 ces hommes qui ne savent pas lire, et qui vont demander 
4 ce poete austere un dclassement de leurs rudes travaua.’ Unlike most rustics, 
they find pleasure in the beauty of their country. ‘ Dans les collines du val de 
Nievole on trouve devant chaque maison, l’aire pour battre le blé, qui a rarement 
plus de vingt-cing a trente toises carrées, c'est le plus souvent le seul espace de 
niveau qu’on rencontre dans toute la métaine En méme temps c’est une terrasse 
qui domine les plaines et Ja vallee, et d’ot la vue s’étend sur un pays ravissant. 
Presque jamais je ne m’y guis arreté pour l’admurer, sans que le métayer soit venu 
jouir de mon admiration, et m’indiquer du doigt les beautés qu'il croyait pouvoir 
m’avoir échappe.’ 


METAYERS, 217 


*Jand miserably cultivated’ nor a people in ‘the most abject poverty,’ 
have any necessary conneaion with it, and that the unmeasured 
vituperation lavished upon the system by English writers, is grounded 
on an extremcly narrow view of the subject. 1 look upon the rural 
economy of Italy as simply so much additional evidence in favour of small 
occupations with perpetuity of tenure. It 1s an example of what can be 
accomplished by those two elements, even under the disadvantage of the 
peculiar nature of the metayer contract, in which the motives to excrtion 
on the part of the tenant arc only half as strong as 1f he farmed the Jand 
on the same footing of perpetuity at a money-ient, cither fixed, or varying 
according to some rule which would Icave to the tenant the whole benefit 
of his own exertions. The metayer tenure 1s not one which we should be 
anxious to introduce where the exigencies of society had not naturally 
given birth to it; but neither ought we to be cager to abolish it, on a 
mere @ frzorz view of its disadvantages. If the system in Tuscany works 
as well in practice as it 1s represented to do, with every appearance of 
minute knowledge, by so competent an authority as Sismondi ; if the 
mode of living of the people, and the size of farms, have for ages 
maintained and still maintain themselves* such as they ate said to be by 
him, it were to be regretted that a state of rural well being so much 
beyond what is realized in most European counties, should be put to 
hazard by an attempt to introduce, under the guise of agiicultural improve- 
ment, a system of money-rents and capitalist farmers. Even where the 
mctayers are poor, and the subdivision great, it 1s not to be assumed as of 
course, that the change would be for the better. The enlargement of 
farms, and the introduction of what are called agricultural improvements, 
usually diminish the number of labourers employed on the land ; and 
unless the growth of capital in trade and manufactures affords an opening 
for the displaced population, or unless there are reclarmable wastes 
on which they can be located, competition will so reduce wages, 
that they will probably be worse off as day-labourers than they were 
as metayers. 

Mr. Jones very properly objects against the French Economists of the 
last century, that in pursuing their favourite object of introducing money- 
rents, they tuined their minds solely to putting farmers in the place of 
metayers, instead of transforming the existing metayers into farmers ; 
which, as he justly remarks, can scarcely be effected, unless, to enable the 
metayers to save and become owners of stock, the proprietors submit for 
a considerable time to a diminution of income, instead of expecting an 
increase of it, which has generally been their immediate motive for 
making the attempt. If this transformation were effected, and no other 
change made in the metayer’s condition; if, preserving all the other 
nights which usage eensures to him, he merely gat rid of the landloid’s 
claim to half the produce, paying in heu of it a moderate fixed rent ; he 
would be so far ima better position than at present, as the whole, imstead 


* On ne voit jamais,’ says Sismond), ‘une famille de mctayers proposer 4 son 
maitre de partagcr sa mctairie, a mons que le travail ne soit 1¢ellement superieur 
& ses forces, et qu'elle ne sente la certitude de conserver les mémes jouissances sur 
un moindre espace de terrain. On ne voit jamais dans une famille plusieurs fils se 
maticr en méme temps, et former autant de mcnages nouveaux ; un seul prend une 
femine et se charge des soins du ménage ; aucun de ses fréres ne se mari¢, 4 moins 
que lui-méme n’ait pas d’enfans, ou que l'on n’offre & ct autre frére une nouvelle 
metairie.’—Noureaux Princifes, liv, ui. ch. §. 
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of only half the fruits of any improvement he made, would now belong to 
himself ; but even so, the benefit would not be without alloy ; for a 
metayer, though not himself a capitalist, has a capitalist for his partner, 
and has the use, in Italy at least, of a considerable capital, as is proved 
by the excellence of the farm buildings : and it 1s not probable that the 
landowners would any longer consent to peril their moveable property on 
the hazards of agricultural enterpiise, when assured of a fixed moncy 
income without it. Thus would the question stand, even if the change 
left undisturbed the metayer’s virtual fixity of tenure, and converted him, 
in fact, into a peasant proprietor ata quit rent. But if we suppose him 
converted into a mere tenant, displaceable at the landlord’s will, and 
liable to have his 1ent raised by competition to any amount which any 
unfortunate being in search of subsistence can be found to offcr or promise 
for it ; he would lose all the features in his condition which preserve it 
from being deteriorated : he would be cast down from his present position 
of a kind of half-proprietor of the land and would sink into a cottier 
tenant. 


CHAPTER IX, 
OF COTTIERS. 


§ 1. By the general appellation of cottier tenure I shall designate all 
cases without exception in which the labourer makes his contract for land 
without the intervention of a capitalist farmer, and in which the conditions 
of the contract, especially the amount of rent, are determined not by 
custom but by competition. The principal European example of this 
tenure is Ireland, and it is from that country that the term cottier 1s 
derived.* Nearly the whole agricultural population of Ireland may be 
said to be cottier-tenants ; except so far as the Ulster tenant-right con- 
stitutes an exception. ‘There 1s, indeed, a numerous class of labourers 
who (we may presume through the refusal either of proprietors or of 
tenants in possession to permit any further sub-division) have been 
unable to obtain even the smallest patch of land as permanent tenants. 
But, from the deficiency of capital, the custom of paying wages 1n land 1s 
so universal, that even those who work as casual labourers for the cottieis 
or for such larger farmers as are found in the country, are usually paid 
not in money, but by permission to cultivate for the scason a piece of 
ground, which is generally delivered to them by the farmer ready 
manuted, and 1s known by the name of conacre. For this they agree to 
pay a money rent, often of several pounds an acre, but no moncy actually 
passes, the debt being worked out in labour, at a money valuation.f 


* In its original acceptation, the word ‘cottier’ designates a class of sub-tenants, 
who rent a cottage and au acre or two of land from the small farmers, But the 
usage of writers has long since stretched the term to include those small farmers 
themselves, and generally all peasant farmers whose rents are determined by com- 

tition. 

t It should be borne in mind, that this chapter and the neat following were 
written at a time when the great change in the agricultural economy of Ireland, 
which must necessarily arise from the joint operation of the potato frilure and the 
poor law of 1847, had not yet begun to take effect. The form which the industrial 
system of Ireland is tending to assume, remains still m such uncertainty, that no 
speculations grounded omit can at present be hazarded with any prospect of 
advantage, The chapters, therefore, are left as they originally stood. 
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The produce, on the cottier system, being divided into two portions, 
rent, and the remuncration of the labourer, the one is evidently deter- 
mined by the other. The labourer has whatever the landlord does not 
take : the condition of the labourer depends on the amount oficnt. But 
rent, being regulated by competition, depends upon the relation between 
the demand for land, and the supply of it. The demand for land depends 
on the number of competitors, and the competitors are the whole rural 
population. The effect, therefore, of this tenure, is to biing the principle 
of population to act directly on the land, and not, as in England, on 
capital, Rent, in this state of things, depends on the proportion between 
eee and Jand. As the land 1s a fixed quantity, while population 

as an unlimited power of increase, unless something checks that 
increase, the competition for land soon forces up rent to the highest 
point, consistent with keeping the population alive. The effects, there- 
fore, of cottier tenure depend on the extent to which the capacity of 
population to increase is controlled, either by custom, by individual pru- 
dence, or by starvation and disease. 

It would be an exaggeration to affirm, that cottier tenancy is absolutely 
incompatible with a prosperous condition of the labouring class. If we 
could suppose it to exist among a people to whom a high standard of 
comfort was habitual ; whose requirements were such, that they would not 
offer a higher rent for land than would leave them an ample subsistence, 
and whose moderate increase of numbérs left no unemployed population 
to force up rents by compctition, save when the increasing produce of the 
land from increase of skill would enable a higher rent to be paid without 
inconvenience ; the cultivating class might be as well remunerated, might 
have as large a share of the necessaries and comforts of life, on this 
system of tenure as on any other. They would not, however, while their 
rents were arbitrary, enjoy any of the peculiar advantages which mctayers 
on the Tuscan system de1ive from their connexion with the land. They 
would neither have the use of a capital belonging to their landlords, nor 
would the want of this be made up by the intense motives to bodily and 
mental cxeition which act upon the peasant who has assurance of a per- 
petuity. On the contrary, any increased value given to the land by the 
exertions of the tenant, would have no effect but to raise the rent against 
himself, either the next year, or at farthest when his lease expired. The 
landlords might have justice or good sense enough not to avail themselves 
of the advantage which competition would give them ; and different land- 
lords would do so in different degrees. Lut it is never safe to expect that 
a class or body of men will act contrary to their immediate pecumary 1in- 
terest ; and even a doubt on the subject would be almost as fatal as a 
certainty, for when a person is considering whether he shall undergo a 

resent exertion or sgcrifice for a comparatively remote future, the scale 
1s turned by a very small probability that the fruits of the exertion or of 
the sacrifice will he taken away from him, The only safeguard against 
these uncertainties would be the growth of a custom, insuring a perma- 
nence of tenure in the same occupant, without liability to any other 
increase of rent, than might happen to be sanctioned by the general senti- 
ments of the community. The Ulster tenant-right 1s such a custom. 
The very considerable sums which outgoing tenants obtain from their 
successors, for the goodwill of their faims,* in the first place actually 

* ©It is not uncommon for a tenant without a lease tv sell the bare privilege of 
occupancy or possession of his farm, without any visible sign of improvement 
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limit the competition for land to persons who have such sums to offer : 
while the same fact also proves that full advantage is not taken by the 
landlord of even that more limited competition, since the landlord’s rent 
does not amount to the whole of what the incoming tenant not only offers 
but actually pays He does so in the full confidence that the rent will not 
be raised , and for this he has the guarantee of a custom, not reconised 
by law, but deriving its bmding foice from another sanction, perfectly 
well understood in Ireland * Without one or other of these supports, a 
custom limiting the rent of land 1s not likely to grow up in any progres- 
sive community. If wealth and population wee stationary, rent also 
would generally be stationary, and after remaining a long time unaltered, 
would probably come to be considered unalterable But all progress in 
wealth and population tends to a rise of rents Under a metayer system 
there 1s an established mode 1n which the owner of land 1s sure of partici- 
pating in the increased produce drawn from it. But on the cottier system 
he can only do so by a readjustment of the contract, while that readjust- 
ment, in a progressive community, would almost always be to his 
advantage. Ilis interest, therefo1e, would be decidedly opposed to the 
growth of any custom commuting rent into a fixed demand 

§ 2. Where the amount of rent 1s not Imited, either by law or custom, 
a cottier system has the disadvantages of the worst metayer system, with 
scarcely any of the advantages by which, in the best forms of that tenure, 
they are compensated It 1s scarcely possible that cottier agricultuie 
should be other than miserable. ‘Tere 1s not the same necessity that the 
condition of the cultivators should be so. Since by a sufficient restraint 
on population competition for Jand could be kept down, and extieme 
poverty prevented ; habits of prudence and a hngh standard of comfort, 
once established, would have a fair chance of maintaining themselves : 
although even in these favourable circumstances the motives to prudence 
would be considerably weaker than in the case of metayers, protected by 
custom (like those of Tuscany) from being deprived of their lands. since 
a metayer family, thus protected, could not be impoverished by any other 
Improvident multip'ication than their own, but a cotter family, however 
prudent and self-restraining, may have the rent raised against it by the 
consequences of the multiplication of other families. Any protection to 
the cottier against this evil could only be derived from a salutary senti- 
ment of duty or dignity, pervading the class. Irom this source, how- 
ever, he might derive considerable protection. If the habitual standard 
of requirement among the class were high, a young man might not choose to 
offer a rent which would Ieave him in a worse situation than the pie- 


having been made by him, at from ten to sisteen, up to twenty and even foity 
years’ purchase of the rent.’—(Dagest of Avidence taken by Lord Devon's Com- 
mission. Introductory Chapter.) The compiler adds, ‘the comparative tran- 
quillity of that district’ (Ulster) ‘may perhaps be mainly attributable to this fact’ 

* ‘It isin the great majority of cases not a re1mbursement for outlay incurred, 
or improvements effected on the land, but a mere life insurance or purchase of 
immunity from outrage.’—(Dagest, ut supra.) ‘The present tenant-right of 
Ulster ’ (the writer judiciously remarks) ‘1s an embryo copyhold.’ ‘ Even there, if 
the tenant-nght be disregarded, and a tenant be ejected without having received 
the price of his good-will, outrages are generally the consequence.’—(Ch. vin.). 
‘The disorganized state of Tipperary, and the agrarian combination throughout 
Tneland, aie but a methodized war to obtain the Ulster tenant-nght,’ 
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Ceding tenant; or it might be the general custom, as it actually is in some 
countries, not to marry until a farm was vacant. 

But it 1s not where a high standard of comfort has rooted itself in the 
habits of the labouring class, that we are ever called upon to consider the 
effects of a cottier system. That system is found only where the habitual 
requirements of the rural labourers are the lowest possible; where, as 
long as they are not actually starving, they will multiply ; and population 
1s Only checked by the diseases, and the shortness of life, consequent on 
insufficiency of mere physical necessaries. This 1s unhappily the state of 
the largest portion of the Insh peasantry. When a people have sunk 
into this state, and still more when they have been in it from time imme- 
morial, the cottier system is an almost insuperable obstacle to their 
emerging from it. When the habits of the people are such that their 
increase 1s never checked but by the impossibility of obtaining a bare sup- 
port, and when this support can only be obtained from land, all stipula- 
tions and agreements respecting amount of rent are mercly nominal ; the 
competition for land makes the tenants undertake to pay more than it 1s 
possible they should pay, and when they have paid all they can, more 
almost always remains due. 

‘As it may fanly be said of the Irish peasantry,’ says Mr. Revans, the 
Secretary to the Insh Poor Law Enqury Commission,* ‘that every family 
which has not sufficient land to yield its food, has one or more of its 
members supported by begging, it will easily be conccived that every 
endeavour 1s made by the peasantry to,obtain small holdings, and that 
they are not influenced in their biddings by the fertility of the land, or by 
their ability to pay the rent, but solely by the offer which is most likely to 
gain them possession, The rents which they promise, they are almost 
invariably incapable of paying ; and consequently they become indebted 
to those under whom they hold, almost as soon as they take possession. 
They give up, in the shape of 1ent, the whole produce of the land 
with the eaception of a sufficiency of potatoes for a subsistence ; 
but as this is rarely equal to the promised rent, they constantly have 
against them an increasing balance. In some cases, the largest quantity 
of produce which their holdings ever yielded, or which, under their 
system of tillage, they could in the most favourable seasons be made to 
yield, would not be equal to the rent bid ; consequently, if the peasant 
fulfilled his engagement with his landlord, which he 1s rately able to 
accomplish, he would till the ground for nothing, and give his landloid a 
premium for being allowed to till 1t. On the sea-coast, fishermen, and m 
the northern counties those who have looms, frequently pay more in reut 
than the market value of the whole produce of the land they hold. It 
might be supposed that they would be better without land under such 
circumstances. Dut fishing night fail during a weck or two, and so 
might the demand for the produce of the loom, when, did they not 
possess the land upon, which their food 1s giown, they might starve The 
full amount of the rent bid, however, 1s rarely paid. The peasant 
remains constantly in debt to his landlord ; his miserable possesstons— 
the wretched clothing of himself and of his family, the two or three 
stools, and the few picces of crockery which his wietched hovel contams, 


* Eurls of the State of Ireland, their Causes and their Remedy. Page 10. A 
pamphlet, containing, among other things, an excellent digest and selection of 
cue from the mass collected by the Commussion presided over by Archbishop 

ately. 
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would not, if sold, liquidate the standing and generally-accumulating 
debt. The peasantry are mostly a year in arrear, and their excuse for not 
paying more is destitution. Should the produce of the holding, in any 
year, be more than usually abundant, or should the peasant by any 
accident become possessed of any property, his comforts cannot be 1n- 
creased ; he cannot indulge in better food, nor in a greater quantity of it, 
His furniture cannot be increased, neither can lis wife or children be 
better clothed. The acauisition must go to the person under whom he 
holds. The accidental addition will enable him to reduce his arrear of 
rent, and thus to defer eyectment. But this must be the bound of his 
expectation,’ 

As an extreme instance of the intensity of competition for land, and of 
the monstrous height to which it occasionally forces up the nominal rent, 
we may cite from the evidence taken by Lord Devon’s Commuission,* a 
fact attested by Mr. Hurly, Clerk of the Crown for Kerry. ‘I have 
known a tenant bid for a farm that I was perfectly well acquainted with, 
worth 50/. a-year: I saw the competition get up to such an extent, that 
he was declared the tenant at 450/. 

§ 3. In sucha condition, what can a tenant gain by any amount of 
industry or prudence, and what lose by any recklessness? If the land- 
lord at any time exeited his full legal nghts, the cotter would not be able 
even to live. If by extra exertion he doubled the produce of his bit of 
land, or if he prudently abstained from producing mouths to eat it up, his 
only gain would be to have more left to pay to his landlord ; while, if he 
had twenty children, they would still be fed first, and the landlord could 
only take what was left. Almost alone among mankind the Irish cottier 
1s 1n this condition, that he can scarcely be either better or worse off by 
any act of his own. If he were industrious or piudent, nobody but his 
landlord would gain ; if he is lazy or intemperate, it 1s at his landlord’s 
expense. A situation more devoid of motives to either labour or self- 
command, imagination itself cannot conceive. The inducements of free 
human beings are taken away, and those of a slave not substituted. He 
has nothing to hope, and nothing to fear, except being dispossessed of his 
holding, and against this he protects himself by the wdéma ratio of a 
defensive civil war. Rockism and Whiteboyism are the determination of 
a people, who have nothing that can be called thes but a daily meal of 
the lowest description of food, not to submit to being deprived of that 
for other people’s convenience. 

Is it not, then, a bitter satire on the mode in which opinions are formed 
on the most important problems of human nature and life, to find grave 
public instiuctors imputing the backwardness of Irish industry, and the 
want of energy of the Imsh people in improving their condition, to a 
peculiar indolence and zusouctance in the Celyc race? Of all vulgar 
modes of escaping from the consideration of the effect of social and 
moral influences on the human mind, the most vulgar 1s that of attributing 
the diversities of conduct and character to inherent natural differences. 
What race would not be indolent and insouciant when things are so 
arranged, that they derive no advantage from forethought or exertion? 
If such are the arrangements in the midst of which they live and work, 
what wonder if the listlessness and indifference so engendered are not 
shaken off the first moment an opportunity offers when exertion would 
really be of use. It is very natural that a pleasure-loving and sensitively 
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organized people like the Irish should be less addicted to steady routine 
labour than the English, because life has more excitements for them in- 
dependent of it; but they are not less fitted for it than their Celtic 
brethren the French, nor less so than the Tuscans, or the ancient Greeks, 
An excitable organization is precisely that in which, by adequate induce- 
ments, it 1s easiest to kindle a spirit of animated exertion. It speaks 
nothing against the capacitics of industry in human beings, that they 
will not exert themsclves when they have no motive. No laboursers work 
harder, in England or America, than the Irish; but not under a cottier 
system. 

" 4. The multitudes who till the soil of India, are in a condition suffi- 
ciently analogous to the cottier system, and at the same time sufficiently 
different from it, to render the comparison of the two a source of some 
instruction. In most parts of India there are, and seem to have always 
been, only two contracting parties, the landlord and the peasant : the 
landlord being generally the sovereign, except where he has by a special 
instrument conceded his rights to an individual, who becomes his repre- 
sentative. The payments, however, of the peasants, or ryots as they are 
termed, have seldom if ever been regulated, as in Ireland, by competition. 
Though the customs locally obtaining were infinitely various, and though 
practically no custom existed against the sovereign’s will, there was 
always a rule of some sort common to a neighbourhood: the collector 
did not make his separate bargain with the peasant, but assessed each 
according to the rule adopted for the rest. The idea was thus kept up of 
a right of property in the tenant, or, at all events, of a right to permanent 
possession ; and the anomaly arose of a fixity of tenure in the peasant- 
farmer, co-existing with an arbitrary power of increasing the rent. 

When the Mogul government substituted itself throughout the greater 
part of India for the Hindoo rulers, 1t proceeded on a different principle. 
A minute survey was madc of the Jand, and upon that survey an assess- 
ment was founded, fixing the specific payment due to the government 
from cach ficld. lf this assessment had never been exceedcd, the ryots 
would have been in the comparatively advantageous position of peasant- 
proprietors, subject to a heavy, but a fixed quit-rent. The absence, how- 
ever, of any real protection against illegal extortions, rendered this 
improvement in their condition rather nominal than real; and, except 
during the occasional accident of a humane and vigorous local adminis- 
trator, the exactions had no practical limit but the inability of the ryot to 
pay more. 

It was to this state of things that the English rulers of India succeeded ; 
and they were, at an early period, struck with the importance of putting 
an end to this arbitrary character of the land-revenue, and imposing a 
fixed limit to the government demand. They did not attempt to go back 
to the Mogul valuation. It has been in geneial the very rational practice 
of the English Government in India, to pay httle regard to what was laid 
down as the theory of the native institutions, but to inquire into the rights 
which existed and were respected in practice, and to protect and enlarge 
those. Fora long time, however, it blundered grievously about matters 
of fact, and grossly misunderstood the usages and rights which it found 
existing. Its mistakes arose from the inability of ordinary minds to 
imagine a state of social relations fundamentally different from those with 
which they are practically familiar. England being accustomed to great 
estates and great landlords, the English rulers took it for gianted that 
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India must possess the like; and looking round for some set of people 
who might be taken for the objects of their search, they pitched upon a 
sort of tax-gatherers, called zcnundars ‘The zemindar, says the philo- 
sophical historian of India,* ‘had some of the attributes which belong to 
a landowner ; he collected the rents of a particular district, he governed 
the cultivators of that district, lived in comparative splendour, and his son 
succeeded him when he died. The zemindars, therefore, it was inferred 
without delay, were the proprictors of the soil, the landed nobility and 
gentry of India. It was not considered that the zemindars, though they 
collected the rents, did not keep them; but paid them all away, witha 
small deduction, to the government. It was not considered that if they 
governed the ryots, and in many respects exercised over them despotic 
power, they did not govern them as tenants of theirs, holding their lands 
either at will or by contract under them. The possession of the ryot was 
an hereditary possession ; from which it was unlawful for the zemindar to 
displace him : for every farthing which the zemindar drew from the ryot, 
he was bound to account ; and it was only by fraud, 1f, out of all that he 
collected, he retained an ava more than the small proportion which, as 
pay for collection, he was permitted to receive’ 

‘There was an opportunity m India,’ continues the historian, ‘to which 
the history of the world presents not a parallel. Next after the soveicign, 
the immediate cultivators had, by far, the gicatest portion of interest in 
the soil. For the nghts (such as they were) of the zemindars, a complete 
compensation might have easily been made. The geneious resolution was 
adopted, of sacrificing to the improvement of the country, the proprietary 
uights of the sovereign. ‘The motives to improvement which propeity 
gives, and of which the power was so justly appreciated, might have been 
bestowed upon those upon whom they would have operated with a force 
incomparably greater than that with which they could operate upon any 
other class of men: they night have been bestowed upon those from whom 
alone, in every country, the principal improvements in agiiculture must 
be derived, the immediate cultivators of the soil. And a measure worthy 
to be ranked among the noblest that ever were taken for the improvement 
of any country, might have helped to compensate the people of India for 
the miseries of that misgovernment which they had so long endured. But 
the legislators were English aristocrats ; and aristociatical prejudices 
ya evailed.’ 

The measure proved a total failure, as to the main effects which its well- 
meaning promoters expected from it. Unaccustomed to estimate the mode 
in which the operation of any given institutions 1s modified even by such 
varicty of circumstances as exists within a single kingdom, they flattered 
themselves that they had created, throughout the Bengal provinces, 
English landlords, and it proved that they had gnly created lish ones. 
The new landed aristocracy disappointed every expectation built upon 
them. They did nothing for the improvement of their estates, but every- 
thing for their own ruin. The same pains not being taken, as has been 
taken in Ineland, to enable landlords to defy the consequences of their 1m- 
providence, the whole land of Bengal had to be sequestrated and sold, for 
debt or arrears of revenue, and 1n one generation the ancient zcmindars 
had ceased to exist. Other familics, mostly the descendants of Calcutta 
money dealers, now occupy their place ; and live as useless drones upon 
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the soil which has been given up tothem. Whatever the government has 
sacrificed of its pecuniary claims, for the creation of such a class, has at 
the best been wasted. 

But in this il-judged measure there was one redceming point, to wlich 
may probably be ascribed all the progress which the Bengal provinces 
have since made in production and in amount of revenue. The 1yots 
“were reduced, indeed, to the 1ank of tenants of the zemindar , but tenants 
with fixity of tenure. ‘The rents were left to the zemindars to fix at their 
discretion ; but once fixed, were never more to be altered. This 15 now 
the law and practice of landed tenure, in the most flourishing part of the 
British Indian dominions. 

In the parts of India into which the British rule has been more recently 
introduced, the blunder has been avoided of endowing a useless body of 
great landlords with gifts from the public revenue ; but along with the 
evil, the good also has been Jeft undone. The government has done less 
for the ryots than it has required to be done for them by the landloids of 
Its creation In the greater part of India, the immediate cultivators have 
never yet obtained a perpetuity of tenure at a fired rent ‘Lhe government 
manages the Jand on the principle on which a good Irish landlord manages 
his estate: not putting it up to competition, not asking the cultivators 
what they will promise to pay, but determining for itself what they can 
afford to pay, and defining its demand accoidingly In some places it 
makes its airangements with the ryots individually, in others with the 
village communities, leaving them to apportion the demand according tv 
usage or agreement. Sometimes the rent 1s fixed only for one year, some- 
times for thiee, or five ; but the tendency of recent policy is towards long 
leases, extending, in the northein provinces of India, to a term of thirty 
years, with conditional renewal for twenty more. This arrangement has 
not existed for a sufficient time to have shown by experience, how far the 
motives which the long lease creates in the minds of the cultivators, fall 
short of the beneficial influence of a perpetual settlement. But the two 
plans, of annual settlements and of short leases, are nrevocably con- 
demned. They can only be said to have succeeded, in comparison with 
the unlimited oppression which existed before. They are approved by 
nobody, and were never looked upon in any other light than as temporary 
arrangements, to be abandoned when a more complete knowledge of the 
capabilities of the country should afford data for something more per- 
manent, 


CHAPTER X. 
MEANS OF ABOLISHING COTTIER TENANCY. 


_ § 1. THE question, what 1s to be done with a cottier population? which 
In any case would haye been a fit subject for consideration in a work like 
the present, 1s to the English government at this time the most urgent 
of piactical questions. The majority of a population of eight millions, 
having long grovelled in helpless ineitness and abyect poverty under the 
Cottier system ; reduced by its operation to mere food, of the cheapest 
desciiption, and to an incapacity of either doing or willing anything for 
the improvement of their lot; have at last, by the failure of that lowest 
uety of food, been plunged into a state in whick the alternative 13 

eath, or to be permanently supported by other people, or a aces 
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change in the economical arrangements under which it has hitherto been 
their misfortune to live. Such an emergency has compelled attention to 
the subject from the legislature and from the nation, but it can hardly as 
yet be said with much result ; for, the evil having originated in a svstem 
of land tenancy which withdrew from the people every motive to industry 
or thiift except the fear of starvation, the remedy provided by Pailament 
was to take away even that, by conferring on them a legal claim to 
eleemosynary support : while, towards coriecting the cause of the mis- 
chief, nothing was done, beyond vain complaints, though at the pice to 
the national treasury of ten millions sterling for one year’s delay. 

I presume it 1s needless to expend any argument 1n proving that the 
very foundation of the economical evils of Ireland 1s the cottier system : 
that while peasant rents fixed by competition are the practice of the 
country, to expect industry, useful activity, any restramt on population 
but death, or any the smallest diminution of poverty, is to look for figs 
on thistles and grapes on thorns. If our practical statesmen are not ripe 
for the recognition of this fact ; or if while they acknowledge it 1n theory, 
they have not a sufficient feeling of its realty to be capable of founding 
upon it any course of conduct, there is still another, and a purely 
physical consideration, from which they will find it impossible to escape. 
If the one crop on which the people have hitherto supported themselves 
continues to be precarious, either some new and great impulse must be 
given to agricultural skill and industry, or the soil of Ireland can no 
longer feed anything like its present population. The whole produce of 
the western half of the island, leaving nothing for rent, will not now keep 
permanently in existence the whole of its people: and they will neces- 
sarily remain an annual charge on the taxation of the empire, until they 
aie reduced either by emigration or by starvation to a number corre- 
sponding with the low state of their industry, or unless the means are 
found of making that industry much more productive. 

Cottiers, therefore, must cease to be. Nothing can be done for I:eland 
without transforming her rural population from cottier tenants into some- 
thing else. But into what? Those who, knowing neither Ireland nor 
any foreign country, take as their sole standard of social and economical 
excellence, English practice, propose as the single remedy for Irish 
wretchedness, the transformation of the cottiers into hired labourers. I 
contend that the object should be their transformation, as far as circum- 
stances admit, into landed proprietors. Either, indeed, would be a most 
desirable exchange from the present nuisance ; but as a practical object 
the latter of the two seems to me preferable in an almost incalculable 
degree to the former, both as the most desirable in itself, and very much 
the easiest to effect. 

§ 2. To convert the cottiers into hired laboure’s is rather a scheme for 
the improvement of Irish agriculture, than of the condition of the Irish 
people. The status of a day labourer has no charm for infusing fore- 
thought, frugality, or self-restraint, into a people devoid of them. It is 
not necessalily injurious to those qualities where they exist, but 1t seldom _ 
engenders them where they are absent. If the Insh peasantry could be 
instantaneously changed into receivers of wages, the wages being no 
higher than they now are, or than there is any reason to hope that they 
would be, and the present habits and mental characteristics of the people 
remaining, we shou.d merely see five or six millions of people living as 
day labourers in the same wretched manner in which as cottiers they 
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lived before ; equally passive in the absence of every comfort, equally 
reckless in multiplication, and even, perhaps, equally listless at their 
work ; since they could not be dismissed e# masse, and 1f they could, 
dismissal would now be simply remanding them to the poor-rate Far 
other would be the effect of making them peasant proprietors. A people 
who in industry and providence have everything to learn—who are con- 
fessedly among the most backward of European populations in the 
industiial virtues—require for their regeneration the most powerful 
incitements by which those virtues can be stimulated: and there is no 
stimulus comparable to property in land. A permanent interest in the 
soil to those who till it, is almost a guarantee for the most unwearied 
Jaboriousness : against over-population, though not infallible, it 1s the 
best preservative yet known; and where it failed, any other plan would 
probably fail much more egregiously; the evil would be beyond the 
reach of merely economic remedies. Having already insisted so strongly 
on these topics, I feel it needless to argue any further, that the conversion 
of the Irish peasantry, or of some considerable portion of them, into small 
Janded proprietors, is a more beneficial obyect than the transformation of 
all of them indiscriminately into labourers for hire 

But besides being more desirable, it is, above all, more attainable. The 
other plan, as a measure standing by itself, is wholly impracticable _ It 
involves contradictory conditions. The conversion of the cottiers into 
hired labourers implies the introduction, all over Ireland, of capitalist 
farmers, in heu of the present small fenants. These farmers, or their 
capital at least, must come from England. But to induce capital to 
come in, the cotter population must first be peaceably got rid of: in 
other words, that must be already accomplished, which English capital 1s 
proposed as the means of accomplishing. Why is Ireland the only country 
in the world to which English capital does zof go? Because it cannot go 
to any purpose without turning out the people, and the people refuse to be 
turned out. I presume it is not seriously proposed that they should be 
turned out e# masse, without being otherwise provided for. With their 
own consent they never will be dislodged from their holdings until some- 
thing better 1s given to them. They will not be got rid of by meicly 
telling them that something better will follow. 

It 1s necessary however in the next place to consider, what is the con- 
dition of things which would follow. The ineffective Irish agriculture is 
to be converted into an effective English agriculture, by throwing together 
the small holdings into large farms, cultivated by combined labour, with 
the best modern improvements. On the supposition of success, Ireland 
would be assimilated, in her agriculture, to the most improved parts of 
England. But what are the most improved parts of England? Those 
in which fewest labourérs are employed, in proportion to the eatent of the 
soil. Taking the number of Irish peasants to the square mile, and the 
number of hired labourers on an equal space in the model counties of 
Scotland or England, the former number is commonly computed to be 
about three times the latter. Two-thirds, therefore, of the Insh peasantry 
would be absolutely dispensed with. What is to be done with them? Is 
it supposed that they would find employment in manufacturing labour? 
They are at present unfit for it; and even if fit, capital would require to 
be imported for that purpose too; and is it likely that manufacturing 
capital will resort to Ireland, abandoning Leeds and Manchester? Under 
@ more efficient cultivation of her soil, Ireland would require a gieatly 
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increased amount of manufactured goods, but these would still be most 
advantageously manufactured in Lancashire or Yorkshire ; and even if 
Ireland became, as to agricultural improvement, an English county, she 
would be but a larger Devonshire, drawing everything which she con- 
sumed, except the products of agriculture, from clsewhcere. All the 
excess of liish population above the Devonshire standard would be 
a local surplus, which must migrate to England, or to Ametica, or subsist 
on taxation or charity, or must be enabled to raise its own food from its 
own soil The plan therefore of turning the cottiers into labourers for 
wages, even if it fulfilled its utmost promise, only disposes of a third of 
the population ; with respect to the remaining two thuds, the original 
difficulty recurs in its full force. 

The question, what system of agriculture is best in itself, is, for Ireland, 
of purcly theoretical interest: the people are there, and the problem 1s 
not how to improve the country, but how it can be improved by and for 
its present inhabitants. It is not probable that England will undertake a 
simultaneous removal of two millions—the smallest number which in the 
opinion of any person acquainted with the subycct would make a clear 
field for the introduction of Enghsh agiuiculture. But unless she does, 
the soil of Ircland must continue to employ and feed the people of Ireland: 
and since it cannot do this on the English system, or on any system 
whatever of large farming, all idca of that species of agricultural umprove- 
ment as an exclusive thing must be abandoned : the fete/e culture in some 
one of its shapes will continue, and a large proportion of the peasants, 1f 
they do not become small proprietors, will 1emain small farmers. In the 
few cases in which comprehensive measures of agricultural improvement 
have becn undertaken by large capitals, the capitalists have not, as some 
might perhaps suppose, employed themselves in creating large farms, and 
cultivating them by hired labour ; their farms are of a size only sufficient 
for a single family. it was by other expedients that the improvement, 
which was to reader the enterprise profitable, was brought about: these 
were, advances of capital, and a temporary security of tenure. There is a 
Compiny called the Ihish Waste Land Improvement Society, of whose 
operations, in 1845, the following report was made, by their intelligent 
manager, Colonel Robinson * 

‘Two hundred and forty-five tenants, many of whom were a few yeais 
since in a state bordering on pauperism, the occupiers of small holdings 
of from ten to twenty plantation acres each, have, by their own fiee 
labour, with the Society’s aid, improved their farins to the value of 
£4,396 ; £605 having been added during the last year, being at the rate 
of £17 18s, per tenant for the whole term, and £2 9s. for the past year ; 
the benefit of which improvements each tenant will enjoy during the un- 
expired term of a ¢hirty-one years lease. ix 

‘These 245 tenants and their familics, have, by spade husbandry, 
reclaimed and brought into cultivation 1,032 plantation acres of land, 
pileviously unproductive mountain waste, upon which they grew, last year, 
crops valued by competent practical persons at £3,896, being in the pio- 
portion of £15 18s, each tenant; and their live stock, consisting of 
cattle, horses, sheep, and pigs, now actually upon the estates, 1s valued, 
according to the present prices of the neighbouring markets, at £4,162, 
of which £1,304 has been added since February, 1844, being at the rate 


0 
* In the Appendix to the Report of [ord Devon's Comm sron, p, 84. 
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of £16 19s. for the whole period, and £5 6s. for the last year; during 
which time their stock has thus incicased in value a sum equal to their 
present annual rent ; and by the statistical table and 1eturns referred to 
in previous reports, 1t 1s proved that the tenants, in general, improve 
their little farms, and increase their cultivation and crops, in nearly direct 
proportion to the number of available working persons of both sexes of 
which their families consist.’ 

There cannot be a stronger testimony to the superior amount of gross 
produce raised by small farming, under any tolerable system of landed 
tenure: and it 1s worthy of attention, that the industry and zeal are 
greatest among the smaller holders: Colonel Robinson noticing as 
exceptions to the remarkable and rapid progress of 1mprovement, some 
tenants ‘ who are occupants of larger farms than twenty acres, a class too 
often deficient in the enduring mdustry indispensable for the successful 
prosecution of mountain ymprovements.’”* 

§ 3. The case of Ireland 1s similar in 1ts requirements to that of India. 
In India, though great errors have from time to time been commutted, no 
one ever proposed, under the name of agticultural improvement, to cyect 
the ryots or peasant farmeis from their possession ; all the improvement 
that has been looked for, has been through making their tenuie more 
secure to them, and the sole difference of opinion 1s between those who 
contend for perpctuity, and those who think that long leases will suffice. 
The same question may exist as to Ireland; and with the case of the 
Waste Lands Improvement Society before us, as well as many other 
instances of reclamation of land, recd1ded by Lord Devon’s Commission, 
it would be idle to deny that long leases, under such landloids as are 
somctiunes to be found, do effect wondeis, even in Ireland. But then, 
they must be Icases at a Jow1ent. Long leascs are in no way to be relied 
on for getting md of cottierism. During the existence of cottier tenancy, 
leases have always been long ; twenty-one yeais and three lives con- 
curient, was a usual term. But the 1ent being fixed by competition, at a 
Ingher amount than could be paid, so that the tenant neither had, nor 
could by any eacrtion acquire, a beneficial interest in the land, the 
advantage of a lease was merely nominal. In India, the government ts 
able to prevent this evil, because, being itself the landlord, it can fix the 
rent according to its own judgment: but under individual lJandloids, 
while rents are fixed by competition, and the competitors are a peasantry 
Struggling for subsistence, nominal rents are mevitable, unless the 
population is so thin, that the competition itself 1s only nominal. The 
majority of landlords will grasp at immediate money and immediate 
power , and so long as they find cottiers eager to offer them everything, 
It 1s useless to rely on them for tempering the vicious practice by a 
considerate self-denjal. 

A perpetuity 1s a preferable tenure to a long lease; it 1s a far stronger 
stimulus to improvement: not only because the longest lease, before 
coming to an end, passes through ail the varieties of short leases down to 
no lease at all, but for more fundamental 1easons. It 1s very shallow, 
even in pure economics, to take no account of the influence of imagi- 

* I have recently seen, with much regret, an announcement that this most 
useful Society 1s under the necessity of winding up its affairs. In the state to which 
Ireland has been reduced by the poor law and the famine, such a fact detracts 
nothing from the evidence which the previous succes of the Society afforded in 
favour of its plan of operations. 
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nation : there is a virtue in ‘for ever’ beyond the longest term of years , 
even if the term is long enough to include children, and all whom a 
person individually cares for, he will not exert himself with the same 
ardour to increase the value of an estate, his mterest in which diminishes 
in value every year. A lease, therefore, is never a complete substitute for 
a perpetuity. But where a country is under cottier tenure, the question 
of perpetuity is quite secondary to the more important point, a limitation 
of the rent. Rent paid by a capitalist who farms for profit, and not for 
bread, may safely be abandoned to competition ; rent paid by labourers 
cannot, unless the labourers were in a State of civilization and improve- 
ment which labourers have nowhere yet reached, and cannot easily reach 
under such a tenure. Peasant rents ought never to be arbitrary, never at 
the discretion of the landlord : either by custom or law, it is 1mperatively 
necessary that they should be fixed ; and where no mutually advantageous 
custom, such as the metayer system of Tuscany, has established itself, 
reason and experience recommend that they should be fixed in perpetunty : 
thus changing the rent into a quit-rent, and the farmer into a peasant- 
proprietor. 

§ 4. Let us, then, examine what means are affoided by the economical 
circumstances of Ireland, for carrying this change into effect on a 
sufficiently large scale to accomplish the complete abolition of cottier 
tenancy. The mode which first suggests itself 1s the obvious and direct 
one, of doing the thing outright by Act of Parliament ; making the whole 
land of Ireland the property of the tenants, subject to the rents now really 
paid (not the nominal rents), as a fixed rent charge. This, under the 
name of ‘fixity of tenure,’ was one of the demands of the Repeal Associ- 
ation during the most successful period of their agitation ; and was better 
expressed by Mr. Conner, its earliest, most enthusiastic, and most 
indefatigable apostle,* by the woids, ‘a valuation and a perpetuity.’ In 
this measure there would not, strictly speaking, be any injustice, provided 
the landlords were compensated for the present value of the chances of 
increase which they would be prospectively required to forego. The 
rupture of existing social relations would hardly be more violent than that 
effected by the ministers Stein and Hardenberg, when, by a series of 
edicts, 111 the early part of the present century, they revolutionized the 
state of landed property in the Prussian monarchy, and left their names 
to posterity among the greatest benefactors of their country. To 
enlightened foreigners writing on Ireland, Von Raumer and Gustave de 
Beaumont, a remedy of this sort seems so exactly and obviously what the 
disease requires, that they have some difficulty in comprehending how it 
is that the thing is not yet done. 

But though this measure is not beyond the competence of a just 
legislature, and would be no infringement of property if the landlords had 
the option allowed them of giving up their lands at the full value, reckoned 
at the ord.nary number of years’ purchase ; it 1s only fit to be adopted if 
the nature of the case admitted of no milder remedy. In the first place, 
it is a complete expropriation of the higher classes of Ireland: which, if 
there is any truth in the principles we have laid down, would be perfectly 
warrantable, but only if it were the sole means of effecting a great public 


* Author of numerous pamphlets, entitled ‘ True Political Economy of Ireland,’ 
‘Letter to the Earl of IPevon,’ ‘Two Letters on the Rackrent Oppression of 
Ireland,’ and others. Mr. Conner has been an agitator on the subject since 183% 
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good. In the second place, that there should be none but peasant- 
roprietors, is in itself far from desirable. Large farms, cultivated by 
arge capitals, and owned by persons of the best education which the 
country can give, persons qualified by instruction to appreciate scientific 
discoveries, and able to bear the delay and nsk of costly experiments, are 
an important pait of a good agricultural system. Many such landlords 
there are even in Ireland ; and it would be a public misfortune to diive 
them from their post. Other objections might be added ; a large pro- 
portion of the present holdings are too small to try the propiietary 
system under the greatest advantages: nor are the tenants always the 
persons one would desire to select, as the first occupants of peasant- 
properties. There are numbers of them on whom it would have a 
moie beneficial effect to give them the hope of acquiring a landed 
property by industry and frugality, than the property itself in immediate 
possession. 

§ 5. Some persons who desire to avoid the term fixity of tenure, but 
who cannot be satisfied without some measure co-extensive with the 
whole country, have proposed the universal adoption of ‘ tenant-right.’ 
Under this equivocal phrase, two things are confounded. What it 
commonly stands for in Irish discussion, 1s the Ulster practice, which is 
in fact, fixity of tenure. It supposes a customary, though not a legal, 
limitation of the rent; without which the tenant evidently could not 
acquire a beneficial and saleable interest. Its existence 1s highly salutary, 
and 1s one principal cause of the superiority of Ulster in efficiency of 
cultivation, and in the comfort of the people, notwithstanding a minuter 
subdivision of holdings than in the other provinces. But to convert this 
customary limitation of rent into a legal one, and to make it universal, 
would be to establish a fixity of tenure by law, the objections to which 
have already been stated. 

The same appellation (tenant mght) has of late years been applied, 
more particularly in England, to something altogether different, and 
falling as much short of the exigency, as the enforcement of the Ulster 
custom would exceed it. This English tenant right, with which a high 
agricultural authority has connected his name by endeavouring to obtain 
for it legislative sanction, amounts to no more than this, that on the 
expiration of a lease, the landlord should make compensation to the 
tenant for ‘unexhausted improvements,’ This is certainly very desirable, 
but provides only for the case of capitalist farmers, and of improvements 
made by outlay of money ; of the worth and cost of which, an experienced 
land agent or a jury of farmers could accurately judge. The improvements 
to be looked for from peasant cultivators are the result not of money but 
of their labour, applied at such various times and in such minute portions 
as to be incapable of judicial appreciation. For such labour, compen- 
sation could not be given on any principle but that of paying to the 
tenayt the whole dgfference between the value of the property when he 
received it, and when he gave it up: which would as effectually annihilate 
the right of property of the landlord as if the 1ent had been fixed in 
perpetuity, while it would not offer the same inducements to the 
cultivator, who improves from affection and passion as much as from 
calculation, and to whom his own land is a widely different thing from 
the most hbe:al possible pecuniary compensation for it. 

§ 6. There are then strong objections, as welleas great difficulties, 
opposed to the attempt to make peasant properties universal, But, 
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fortunately, that they should be universal is not necessary to their 
usefulness. There is no need to extend them to all the population, or all 
the land. I[t 1s enough if there be land available, on which to locate so 
great a portion of the population, that the remaining arca of the country 
shall not be requiied to mamtain greater numbers than are compatible 
with large farming and hired labour For this purpose there is an 
obvious resource in the waste lands , which are happily so extensive, and a 
large proportion of them so unprovable, as to afford a means by which, 
without making the present tenants proprietors, neatly the whole surplus 
population might be converted into peasant proprietors elsewhere. ‘This 
plan has been strongly pressed upon the public by several writers. but the 
fist to bring it prominently forward in England was Mr. William 
Thornton, in a work* honourably distinguished fiom most others which 
have been recently published, by its 1ational treatment of the gicat 
questions affecting the economical cond.tion of the labouring classes. 

The detailed estimate of an irrefragable authority, Mr. Giiffith, annexed 
to the Report of Lord Devon’s Commission, shows neatly a million and a 
half of acres reclaimable for the spade or plough, some of them with the 
promise of gicat fertility, and about two millions and a half more, 
reclaimable for pasture: the greater pait being in most convenient 
proximity to the principal masses of destitute population. Desides these 
four millions of acres, thee are above two millions and ahalf,t pronounced 
by Mr. Griffith to be untmprovable ; but he is only speaking of reclamation 
for profit: it 1s doubtful if there be any Jand, in a temperate climate, which 
cannot be reclaimed and rendered pioductive by Jabourers themselves, 
under the inducement of a permanent property Confining ourselves to 
the one and a half milhon of arable first mentioned, 1t would furnish 
properties averaging five acres each to three hundied thousand persons, 
which at the rate of five persons to a family, a rather low rate for Ireland, 
answers to a population of fifteen hundred thousand. Suppose such a 
number drafted off to a state of independence and comfort, together with 
a very moderate additional relicf by emigration ; and the mtioduction of 
English capital and farming, ove1 the remaining surface of leland, would 
at once cease to be chimerical § 


* Over Population and tts Remedy. By Wiham Thomas Thornton. Pp 429-34. 
In his subsequent work, ‘A Plea for Peasant Proprietors,’ Mr. ‘Thornton has 
restated his former arguments and suggest.ons with many additions and impicve- 
ments. 

+ Mr. Griffith’s numbers are 1,425,000 and 2,330,000. Sce p. 53 of the 
Report. 

+ 2,535,000. 

§ If instead of throwing small farms into Iaige, and exchanging peasant for 
capitalist farmers, the ‘clearing’ were limited to such 4 consolidation of small 
holdings as would make them correspond in size to the admirable small farms of 
Belgium, the adequacy of the resource is still more clar,and unquestionable. 
‘There are at prcsent,’ says the Digest of Evidence to Lord Devon’s Report 
(p. 399), ‘326,084 occupiers of Jand (more than one third of the total number 
returned in Ireland) whose holdings vary fiom seven acies to less than one acre, 
and are therefore inadequate to suppoit the families residing upon them.’ It is 
shown by calculation, ‘that the consulidation of these small holdings, up to eht 
acres, would rcquire the removal of about 192,368 families, and that the first class 
of improvable waste Iand in Ireland would furnish to those removed families ‘ 
Jocations of about cizht aCres each , or the first and second qualities of provable 
waste land, taken together, would furnish them with locations of about twenty 
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‘The improvement of wastes,’ Mr. Thornton observes, ‘may perhaps be 
thought to require a good deal of capital ; but capital 1s principally useful 
for its command of labour, and the Irish peasantry have quite labour 
enough at their own disposal. Their misfortune is, that they have so 
much Their labour would not be the worse applicd because they worked 
for themselves, instead of for a paymaster. So far is [large] capital from 
being indispensable for the cultivation of barren tracts, that schemes of 
this kind, which could only bring loss to a rich speculator, are successfully 
achieved by his penmess rival. A capitalist must have a certain return 
for the money he lays out, but the poor man expends nothing but his own 
supcrabundant Jabour, which would be valueless if not so employed, so 
that his returns, however small, are all clea: profit. No man in his senses 
would ever have thought of wasting money upon the original sand of the 
Pays de Waes; but the haid-woking boois who settled there two 
hundred years ago, without any other stock than their industry, contrived 
to enrich both themselves and the Jund, and indeed to make the latter the 
richest in Euope. There 1s no soil so worthless that an English labourer 
will not eageily accept an allotment of it; and while the green valley, 
from which some Highland community has been driven, 1s fast relapsing 
under the superintendence of a wealthy sheep-farmer into its primitive 
wildness, its former tenants are forming new patches of arable land on the 
rock-strewn moors along the sea-coast’ 

‘The profit of reclaiming waste land,’ says the Digest of Evidence to 
Lord Devon's Commission,* ‘will bé best understood from a practice 
not uncommon in Ireland, to which farmers sometimes resort. This con- 
sists in giving the use of a small portion of it to a poor cottier or herds- 
man for the first three crops, after which this improved portion is given up 
to the farmer, and a fresh piece of the waste land 1s taken on the same 
terms by the cottier.’ Well may the compiler say, ‘Ilere we have the 
example of the very poorest class in Ireland obtaining a livelihood by the 
cultivation of waste land under the most discouraging and the least 
remunerative circumstances that can well be imagined’ 

It 1s quite worthy of the spit which pervades the wietched attempts as 
yet made to do good to Ireland, that this spectacle of the poorest of man- 
kind making the land valuable by their labour for the profit of other 
people, who have done nothing to assist them, does not once strike Lord 
Devon and his Commission as a thing which ought not to be. Mr. 
Thornton strongly urges the claims of common justice and common sense. 

‘The colonists ought to be allowed to retain permanent possession of 
the spots reclaimed by them. To employ them as labourers in bringing 
the land into a remunerative condition (sce Report of Land Occupation 





acres each.’ It is comphted (p. 565) that by these arrangements 500,000 labourers, 
equivalent to at least two millions and a half of population, would be abstracted 
from competition in the labour market, while, on the waste land alone, an addition 
of nearly twenty-two millions sterling would be made to the gross produce of the 
country; ‘and that the first three or four years’ crops would return the cost 
requisite to bring about this change.’ 

Mr. Griffith and the other witnesses no doubt made their calculations on the 
supposition of potato culture. But the small farms in Belgium are a proof that the 
cultivation of hemp and flax (the latter in particular completely suited to the 
chinate of Ircland) may be profitably conducted on sogl originally as barren as 
most iv ri Irish wastes, and in farms of five or six acres, 
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Commissioners), in order that it may then be let to some one else, while 
they are sent to shift for themselves where they can, may be an excellent 
mode of enriching the landlord, but must eventually aggravate the suffer- 
ings of the poor. It is probably because this plan has been gencrally 
practised, that the reclamation of waste land has hitherto done nothing 
for the benefit of the Insh peasantry. If the latter are to derive any 
advantage from it, such of them as may be located on the waste, should 
receive perpetual leases of their respective allotments—should be made 
freeholders, in fact, or at least perpetual tenants ata quit rent. Such an 
appropriation of waste land would of course require that compensation 
should be made to all who previously possessed any interest in it. But 
the value of a legal interest in land which cannot be enclosed or cultivated 
without permission of the legislature, can only be proportionate to the 
actual yearly produce ; and as land in a natural state yields little or 
nothing, all legal claims upon it might be bought up at a trifling expense, 
or might be commuted for a very small annual payment to be made by 
the settlers. Of the perfect competence of Pafliament to dilect some 
arrangement of this kind, there can be no question. An authority which 
compels individuals to part with their most valued propeity on the 
slightest pretext of public convenience, and permits railway projectors to 
throw down family mansions and cut up favourite pleasure grounds, necd 
not be very scrupulous about forcing the sale of boggy meadows or 
mountain pastures, in order to obtain the means of curing the destitution 
and misery of an entire people.’ 

It would be desirable, and in most cases necessary, that the tracts of 
land should be prepared for the labours of the peasant, by being drained 
and intersected with roads at the expense of government ; the interest 
of the sums so expended, and of the compensation paid for existing rights 
to the waste land, being charged on it when reclaimed as a perpetual 
quit-rent, redeemable at a moderate number of years’ purchase. The 
state would thus incur no loss, while the advances made would give that 
immediate employment to the surplus labour of Ireland, which if not 
given in this manner, will assuredly have to be given in some other, not 
only less useful, but far less likely to repay its cost. ‘The millions 
lavished during the famine in the almost nominal execution of useless 
works, without any result but that of keeping the people alive, would, if 
employed in a great operation on the waste lands, have been quite as 
effectual for relieving immediate distress, and would have laid the founda- 
tion broad and deep fur something really deserving the name of social 
improvement. But, as usual, it was thought better to throw away money 
and exertion in a beaten track, than to take the responsibility of the most 
advantageous investment of them in an untrodden one. 

§ 7. If after the superabundant evidence elicited’in the Irish inquiries, 
of the extent and capability of improvement of the waste lands, the reader 
can doubt their sufficiency for home colonization on' such a scale as to 
effect with benefit to everybody the ‘clearing’ of all Ireland ; there are 
yet other means, by which not a little could be done in the dissemination 
of peasant proprietors over even the existing area of cultivation. There 
is at the present time an experiment in progress, in more than one part of 
England, for the creation of peasant proprietors. The project is of 
Chartist origin, and its first colony is now in full operation near Rickmans- 
worth, in Hertforashire. The plan is as follows :—Funds were raised by 
subscription, and vested in a joint-stock company. With part of these 
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funds an estate of several hundred acres was bought. This estate was 
divided into portions of two, three, and four acres, on each of whicha 
house was erected by the Association. These holdings were let to select 
labourers, to whom also such sums were advanced as were thought to 
amount to a sufficient capital for cultivation by spade labour. An annual 
payment, affording to the Company an interest of five per cent. on their 
outlay, was laid on the several holdings as a fixed quit-rent, never in any 
circumstances to be raised. The tenants are thus proprietors from the 
first, and their redemption of the quit-rent, by saving from the produce of 
their labour, is desired and calculated upon. 

The originator of this experiment appears to have successfully repelled 
(before a tribunal by no means prepossessed 1n his favour, a Committee of 
the House of Commons) the imputations which were lavished upon his 
project, and upon his mode of executing it. Should its issue ultimately 
be unfavourable, the cause of failure will be in the details of management, 
not in the principle. These well-conceived arrangements afford a mode 
in which private capital may co-operate in renovating the social and 
agricultural economy of Ireland, not only without sacrifice but with con- 
siderable profit to 1ts owners The retharkable success of the Waste 
Land Improvement Socicty, which proceeded on a plan far less advan- 
taycous to the tenant, 1s an instance of what an Insh peasantry can be 
stimulated to do, by a sufficient assmance that what they do will be for 
their own advantage. It is not indispensable to begin at once with a 
perpetuity : long leases at moderate rents, like those of the Waste Land 
Society, would suffice, 1f a prospect were held out to the farmers of being 
allowed to purchase their farms with the capital which they might acquire, 
as the Society’s tenants were so rapidly acquiring under the influence of 
its beneficent system. It would be a boon to allow them to become 
purchasers of the land even at the value given to it by their own labour: 
and though, on the part of government, to take such an advantage of their 
exertions would be most ungenerous and illiberal, it would be allowable in 
private capitalists undertaking a work of national benefit as an advan- 
tageous investment of capital. When the lands were sold, the funds of 
the association would be liberated, and it might recommence operations 
in some other quarter. 

Nor is it only by joint-stock associations, and the introduction of 
English capital, that this system might be acted upon: it would be most 
advantageous to every individual landowner in the distressed counties, 
who has any funds which he can freely dispose of. Under the new Irish 
poor law, there are no means for the landlords of escaping ruin, unless, 
by some potent stimulant to the industrial energies of the people, they 
can largely increase jhe produce of agriculture: and since there is no 
stimulant available, so potent as a permanent interest in the soil, either 
the present landloyls, or those English mortgagees to whom the estates 
of the more impoverished landowners must inevitably pass, would find it 
to their advantage, if not to grant at once this permanent interest to their 
tenants, at least to hold out to them the prospect of acquiring it. The 
government, too, into whose hands no small portion of the land of Ireland 
may be expected to fall, in consequence of unrepaid advances, either past 
or yet to come, will have a noble opportunity of rendering the acquisition 
instrumental to the formation of a peasant proprietary : but, to the state, 
it would be most discreditable to seek for profit at the expense of the 
peasantry ; and whether the ownerships were granted immediately or 
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only held out in prospect, the rent or price should be no more than suffi- 
cient to repay the state for 1ts advances. 

§ 8. When the formidable difficulties in which the government of this 
country is becoming moe and mote deeply involved by the condition of 
Ireland, shall be met instead of bemg evaded, by men capable of nsing 
superior both to their own indolence and prejudices and to those of 
others ; we may hope to see, from the present lary, apathetic, reckless, 
improvident and lawless Ireland, a new Ireland arise, consisting of 
peasant proprietors with something to lose, and of hned laboureis with 
something to gain, the former attached to peace and law through the 
possession of property, the latter through the hope of it; while the agri- 
culture of one-half of Ireland would be conducted on the best system of 
small cultivation, and that of the other half on the best principles of large 
farming and combination of labour. Would it be too much to hope, that 
when the number of hired labourers was duly proportioned to the soil on 
which they were employed, and a peaceful ‘clearng’ had made the 
country safe for English capital to dwell in, the rate of wages would be 
sufficient to establish a tolerably high standard of lhving—and the spirit 
of saving, fostered by the desire of acquiring land, would prevent that 
standard. from being again depressed through an imprudent increase of 
population ? 

In the comphcation of human affairs, the actual effects of causes, 
whether salutary or injurious, remain always far short of their tendencies. 
But history 1s not without examples of changes, similar in kind to that 
which I have been sketching, and the results of them are not uninstruc- 
tive. Three times during the course of French history, the peasantry 
have been purchasers of land; and these times immediately preceded 
the three principal eras of French agricultural prosperity 

‘Aux temps les plus mauvais,’ says the historian Michelet,* ‘aux 
moments de pauvieté universelle, ou le nche méme est pauvre et vend 
par force, alors le pauvre se trouve en ¢tat d’acheter ; nul acqu¢creur ne 
se présentant, le paysan en guenilles arrive avec sa picce d or, et 11 acquiert 
un bout de terre. Ces moments de désastre ot le paysan a pu acquérir 
la terre 4 bon marché, ont toujours été survis d'un clan subit de fécondité 
qu’on ne s‘expliquait pas. Vers 1500, par excmple, quand la Fiance 
épuiscée par Louis XI. semble achever sa ruine en Italie, la noblesse quit 
part est obligée de vendre; la teric, passant a de nouvelles mains, 1e- 
fleuiit tout-a-coup , on travaille, on batit. Ce beau moment (dans le style 
de histoire monarchique) s'est appelé /e don Lours X71. 

*Il dure peu, malheureusement. La terre est & peine remise en bon 
état, le fisc fond dessus ; les guerres de religion airivent, qui semblent 
raser tout jusqu’au sol, mis¢res horribles, famines,atroces ou Jes méeres 
mangeaient leurs enfants. Qui croirait que le pays se reltve de]? Eh 
bien, la guerre finit 4 peine, de ce champ ravagé, fle cette chaumitie 
encore noire et brulée, sort ’é¢pargne du paysan. I] achéte; en dix ans, 
la France a changé de face ; en vingt ou trente, tous les biens ont doullé, 
triplé de valeur. Ce moment encore baptisé d’un nom royal, s’appelle /e 
bon Henri IV. et le grand Richelieu, 

Of the third era it is needless to speak: it was that of the Revolution. 

Whoever would study the reverse of the picture, may compare these 
historic periods, characterized by the dismemberment of large and the 


* Le Peuple, tre partie, ch. ¥. 
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construction of small properties, with the widé-spread national suffering 
which accompanied, and the permanent deterioration of the condition of 
the labouring classes which followed, the ‘clearing’ away of small yeomen 
to make room for large grazing farms, which was the grand economical 
event of English history during the sixteenth century. 

I have concluded a discussion, which has already occupied a space 
almost dispropoitioned to the dimensions of this work; and I here close 
the examination of those simpler forms of social economy in which the 
pioduce of the land either belongs undividedly to one class, or 1s shared 
only between two classes. We now proceed to the hypothesis of a three- 
fold division of the produce, among labourers, landlords, and capitalists : 
and in order to connect the coming discussions as closely as possible with 
those which have now for some time occupied us, I shall commence with 
the subject of Wages. 


CHAPTER XI. 
OF WAGES. 


£ 1. UNDER the head of Wages are to be considered, first, the causes 
which determine or influence the wages of labour generally, and secondly, 
the differences that exist between the wages of different employments _ It 
is convenient to keep these two classes of considerations separate , and 
in discussing the law of wages, to proteed in the first instance as if there 
were no other kind of labour than common unskilled labour, of the 
average degree of hardness and disagreeableness 

Wages, like other things, may be regulated either by competition or by 
custom : but the last is nota common case. A custom on the subject, even 
if established, could not easily maintain itself unaltered in any other 
than a stationary state of society. An increase or a falling off in the 
demand for labour, an increase or diminution of the labouring population, 
could hardly fail to engender a competition which would bieak down any 
custom icspecting wages, by giving either to one side or to the other 
a stiong direct interest in infringing it. We may at all events speak 
of the wages of labour as determined, in ordinary circumstances, by com- 
petition. 

Wages, then, depend upon the demand and supply of labour; or as it 
Is often expressed, on the proportion between population and capital By 
population is here meant the number only of the labouring class, or rather 
of those who work for hire ; and by capital, only circulating capital, and 
not even the whole of that, but the part which 1s expended in the direct 
purchase of labour. To this, however, must be added all funds which, 
without forming a patt of capital, are paid in exchange for labour, such as 
the wages of soldiers, domestic servants, and all other unproductive 
labourers. There*is unfortunately no mode of expressing, by one familiar 
term, the aggregate of what may be called the wages-fund of a country : 
and as the wages of productive labour form nearly the whole of that fund, 
it is usual to overlook the smaller and less important part, and to say that 
wages depend on population and capital. It will be convenient to 
employ this expression, remembering, however, to consider it as elliptical, 
and not as a literal statement of the entire truth. 

With these limitations of the terms, wages nof only depend upon the 
relative amount of capital and population, but cannot be affected by 
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anything else. Wages (meaning, of course, the general rate) cannot rise, 
but by an increase of the aggregate funds employed in hiring labourers, or 
a diminution in the number of the competitors for hire ; nor fall, except 
either by a diminution of the funds devoted to paying labour, or by an 
increase in the number of labourers to be paid. 

§ 2. There are, however, some facts in apparent contradiction to this 
dectrine, which it 1s incumbent on us to consider and explain. 

For instance, it is a common saying that wages are high when trade 1s 
good. The demand for labour in any particular employment is more 
pressing, and higher wages are paid, when there is a brisk demand fof the 
commodity produced; and the contrary when there is what is called 
a Stagnation : then workpeople are dismissed, and those who are retained 
must submit to a reduction of wages: although in these cases there is 
neither more nor less capital than before. ‘This is true; and is one of 
those complications in the concrete phenomena, which obscure and 
disguise the operation of general causes ; but it is not really inconsistent 
with the principles laid down. Capital which the owner does not employ 
in purchasing labour, but kecps idle in his hands, 1s the same thing to the 
labourers, for the time beiny, as if 1t did not exist. All capital is, from 
the variations of trade, occasionally in this state. A manufacturer, find- 
ing a slack demand for his commodity, forbears to employ labourers 
in increasing a stock which he finds it difficult to dispose of; or if he 
goes on until all his capital is locked up in unsold goods, then at least he 
must of necessity pause until he can get paid for some of them. But 
no one expects either of these states to be permanent: if he did, 
he would at the first opportunity remove his capital to some other 
occupation, in which it would still continue toemploy labour. The capital 
1einains unemployed for a time, during which the labour market 1s over- 
stocked, and wages fall. Afterwards the demand revives, and perhaps 
becomes unusually brisk, enabling the manufacturer to sell his commodity 
even faster than he can produce it : his whole capital is then brought into 
complete efficiency, and if he is able, he borrows capital in addition, 
which would otherwise have gone into some other employment. At such 
times wages, in his particular occupation, rise. If we suppose, what 
in strictness is not absolutely impossible, that one of these fits of briskness 
or of stagnation should affect all occupations at the same timc, wages 
altogether might undergo a rise or a fall. These, however, are but 
temporary fluctuations: the capital now lying idle will next year be 
in active employment, that which 1s this year unable to keep up with 
the demand will 1n its turn be locked up in crowded warehouses ; and wages 
in these several departments will ebb and flow accordingly ; but nothing 
can permanently alter general wages, except either an increase or a 
diminution of capital itself (always meaning by the term, the funds ot 
all sorts, destined for the payment of labour) compared with the quantity 
of labour offering itself to be hired. . 

Again, it 1s another common notion, that high prices make high 
wages ; because the producers and dealers, being better off, can afford to 
pay more to their labourers. I have already said that a brisk demand, 
which causes temporary high prices, causes also temporary high wages. 
But high prices, in themselves, can only raise wages if the dealcrs, 
recciving more, are induced to save more, and make an addition to their 
capital, or at least tocheir purchases of labour, This is indeed hkely 
enough to be the case ; and if the high prices came direct from heaven, ot 
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even from abroad, the labouring class might be benefited. not by the high 
prices themselves, but by the increase of capital occasioned by them. The 
same efiect, however, is often attributed to high price whichis the result of 
restrictive laws, or which is in some way or other to be paid by the 
remaining members of the community ; they having no greater means than 
before to pay it with. Hugh puices of this sort, if they benefit one class of 
labourcrs, can only do so at the expense of others ; since if the dealers by 
receiving high prices are enabled to make greater savings, or otherwise 
increase their purchases of labour, all other people by paying those high 
prices have their means of saving, or of purchasing labour, reduced in an 
equal degree ; and itis a matter of accident whether the one alteration or 
the other will have the greatest effect on the labour maiket Wages will 
probably be temporarily higher in the employment in which prices have 
risen, and somewhat lower in other employments: in which case, while 
the first half of the phenomenon excites notice, the other generally 
overlooked, or if observed, is not ascribed to the cause which really 
pioduced it. Nor will the partial rise of wages last @ng : for though the 
dealers in that one employment gain more, it does not follow that there is 
room to employ a greater amount of savings in their own business : their 
increasing capital will probably flow over into other employments, and 
there counteibalance the diminution previously made in the demand for 
labour by the diminished savings of other classes. 
+ Another opinion often maintained is, that wages (meaning of course 
money wages) vary with the price qf food; rising when it rises, and 
falling when it falls. This opinion is, I conceive, only partially true ; and 
in so far as true, in no way affects the dependence of wages on the pro- 
portion between capital and labour; since the price of food, when it 
affects wages at all, affects them through that law. Dear or cheap food 
caused by variety of seasons does not affect wages (unless they are arti- 
ficially adjusted to it by law or charity): or rather, it has some tendency 
to affect them in the contrary way to that supposed ; since in times of 
scarcity people generally work harder, and lower the labour market 
against themselves. But dearness or cheapness of food, when of a 
permanent character, and capable of being calculated on beforehand, may 
affect wages. In the first place, if the labourers have, as is often the case, 
no more than enough to keep them in working condition and enable them 
barely to support the ordinary number of children, it follows that if food 
grows permanently dearer without a rise of wages, a greater number of 
the children will prematurely die; and thus wages will ultimately be 
higher, but only because the number of people will be smaller, than if 
food had remained cheap. But, secondly, even though wages were high 
enough to admit of food becoming more costly without depriving the 
Jabourers and theirefamilics of necessaries; though they could bear, 
pryeteally speaking, to be worse off, perhaps they would not consent to 
eso. They maysave habits of comfort which are to them as necessaries, 
and sooner than forego which, they would put an additional restraint on 
their power of multiplication ; so that wages would rise, not by increase 
cf deaths, but by diminution of births. In these cases, therefore, wages 
do adapt themselves to the price of food, though after an interval of 
almost a generation. Mr. Ricardo considers these two cases to compre- 
hend all cases. He assumes, that there is everywhere a minimum rate of 
wages ; either the lowest with which it is physiqally possible to keep up 
the population, or the lowest with which the people will choose to do so. 
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To this minimum he assumes that the general rate of wages always te1/ds $ 
that they can never be lower, beyond the length of time required fora 
diminished rate of increase to make itself felt, and can never long continue 
higher. This assumption contains sufficient truth to render it admissible 
for the purposes of absttact science; and the conclusion which Mr, 
Ricardo draws from it, namely, that wages in the long run ise and fali 
with the permanent price of food, 1s, like almost all his conclusions, true 
hypothetically, that 1s, granting the suppositions from which he sets out. 
But in the application to practice, it 1s necessary to consider that the 
minnaum of which he speaks, especially when it 1s not a physical, but 
what may be termed a moral minimum, 1s itself able to vary. If wages 
were previously so high that they could bear reduction, to which the 
obstacle was a high standard of comfort habitual among the labourers, a 
rise of the price of food, or any other disadvantageous chanve in their 
circumstances, may operate in two ways. it may correct itself by a rise of 
wayes, brought about through a gradual effect on the prudential check to 
population ; or it may permanently lower the standard of living of the 
class, in case their previous habits im respect of population prove stronger 
than their previous habits in respect of comfort. In that case the injury 
done to them will be permanent, and their deteriorated condition will 
become a new minimum, tending to perpetuate itself as the more ample 
minimum did before. It 1s to be feared that of the two modes m which 
the cause may operate, the last 1s the .most frequent, or at all events 
sufficiently so to 1ender all propositions ascribing a self-repairing quality 
to the calamities which befall thé labouring classes practically of no 
validity. ‘Ihere is considerable evidence that the circumstances of the 
agnicultural laboure:s in England have moie than once in our history 
sustained gical peimanent detenoration, from causes which operated by 
diminishing the demand for labour, and which, 1f population had exercised 
its power of sclf adjustment in obedience to the previous standaid of 
comfoit, could only have had a temporary effect: but unhappily the 
poverty in which the class was plunged during a long series of years 
brought that pievious standard into disuse; and the next generation, 
growing up without having possessed those pristine comfoits, multiphed 
in turn without any attempt to retrieve them * 

The converse case occurs when, by improvements in agriculture, the 
repeal of corn laws, or other such causes, the necessaries of the labourer 
are cheapened, and he is enabled, with the same wages, to command 
greater comforts than before. Wages will not fall immediately ; it 1s 
even possible that they may rise; but they will fall at last, so as to leave 
the labourers no better off than before, unless duiing this interval of 

rosperity the standard of comfoit regarded as indispensable by the class, 
1s permanently raised. Unfortunately this salutary effect is by no means 
to be counted upon itis amuch more difficult thing to raise, than to 
lower, the scale of living which the labourers will consider as more indis- 
pensable than marrying and having a family. If they content themselves 
with enjoying the greater comfort while it lasts, but do not learn to 
require it, they will people down to their old scale of living. If fiom 
poverty their children had previously been insufficiently fed or imptopeily 
nursed, a piegater number will now be reared, and the competition of 
these, when they grow up, will depress wages, probably in full proportion 


* See the historical sketch of the condition of the English peasantry, prepared 
from the best authorities by Mr, Thornton, 1n his work on Over-Lopulation, 
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to the greater cheapness of food. If the effect is not produced in this 
mode, 1t wi!l be produced by earlier and more numcrous marniages, or by 
an increased sumber of births to a marriage. According to all experience, 
a great increase invariably takes place in the number of marriages, in 
seasons of cheap food and full employment. I cannot, therefore, agree in 
the importance so often attached to the repeal of the corn laws, considered 
merely as a labourers’ question, or to any of the schemes, of which some 
one or other is at all times in vogue, for making the labourers a very 
little better off. Things which only affect them a very little, make no 
permanent impression upon their habits and requirements, and they soon 
slide back into their former state. To produce permanent advantage, 
the temporary cause operating upon them must be sufficient to make a 
great change in their condition—a change such as will be felt for many 
years, notwithstanding any stimulus which jt may give during one genera- 
tion to the increase of people. When, indcecd, the improvement 1s of this 
signal character, and a gencration grows up which has always been used 
to an improved scale of comfort, the habits of this new generation in 
respect to population become formed upon a higher minimum, and the 
improvement in their condition becomes permanent. Of cases in point, 
the most remarkable 1s France after the Revolution. The majonty of the 
population being suddenly raised from misery to independence and com- 
parative comfort, the immechate effect was that population, notwithstand- 
ing the destructive wars of the period, staited forward with unexampled 
rapidity, partly because improved circumstances enabled many children 
to be reared who would otherwise have died, and partly from increase of 
births, ‘The’succeeding gene1.ation, however, grew up with habits entuely 
altered ; and though the country was never before in so plosperous a 
state, the annual number of births is now nearly stationary,*® and the 
increase of population evtiemely slow.t 

§ 3. Wages depend, then, on the proportion between the number of the 
labouring population, and the capital or other funds devoted to the 
purchase of labour ; we will say, for shortness, the capital. If wages are 
higher at one time or place than at another, if the subsistence and comfort 
of the class of bired labourers are more ample, it 1s, and can be, for no 


* Supra, pp. 201 to 203. 

t+ A similar, though not an equal improvement in the standard of living took 
place among the labourers of England during the remarkable fifty years from 1715 
tu 1765, which were distinguished by such an extraordinary succession of fine 
harvests (the years of decided deficiency not exceeding five 1n all that period) that 
the average price of wheat during those years was much lower than dung the 
previous halt century. Mr. Malthus computes that on the average of siaty years 
preceding 1720, the laboure: could purchase with a day’s earnings only two thnds 
of a peck of wheat, while grom 1720 to 1750 he could purchase a whole peck The 
avcrage price of wheat, according to the Eton tables, for fifty years ending with 
1715, was 41s 7/d. the quarter, and for the last twenty-three of these, 45s. 8d., 
while for the fifty years following, 1t was no more than 34s. rid. So considerable 
an improvement in the condition of the labouring class, though arising from the 
accilents of seasons, yet continuing for more than a generation, had time to work 
a change 1n the habitual requirements of the labouring class; and this period 1s 
always noted as the date of ‘a marked improvement of the quality of the food 
consumed, and a decided elevation in the standard of their comforts and con- 
veniences. —(Malthus, /'riuctples of Polstical Economy, p. 255.) For the character 
of the period, see Mr. Tooke’s excellent History of Prices, Vol. i. pp. 38 to 61, and 
for the prices of corn, the Appendix to that work, 
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other reason, than because capital bears a greater proportion to popula- 
ton. It is not the absolute amount of accumulation or of production, 
that is of importance to the labouring class ; it is not the amount even of 
the funds destined for distributicn among the labourers: it 1s the pro- 
portion between those funds ana the numbers among whom they are 
shared. The condition of the class can be bettered in no other way than 
by altering that proportion to their advantage: and every scheme for 
their benefit, which does not proceed on this as its foundation, is, for all 
permanent purposes, a delusion. 

In countries like North America and the Australian colonies, where the 
knowledge and arts of civilzed hfe, and a high effective desire of 
accumulation, co-exist with a boundless extent of unoccupied land, the 
growth of capital easily keeps pace with the utmost possible increase of 

opulation, and is chiefly retarded by the impracticability of obtaining 

abourers enough. All, therefore, who can possibly be born, can find 
employmcut without overstocking the market: every labouring family 
enjoys in abundance the necessaries, many of the comforts, and some of 
the Juxuries of life; and, unless in case of individual misconduct, or 
actual inability to work, poverty does not, and dependence needs not, 
exist. A similar advantage, though in a less degree, is occasionally 
enjoyed by some special class of labourers in old countries, from an 
extraordinarily rapid growth, not of capital generally, but of the capital 
employed in a particular occupation. So gigantic has been the progress 
of the cotton manufacture since‘the inventions of Watt and Arkwright, 
that the capital engaged in 1t has probably quadrupled in the time which 
population requires for doubling. While, therefore, it has attracted from 
other employments neaily all the hands which geographical cu cumstances 
and the habits or inclinations of the people rendered available; and 
while the demand it created for infant labour has enlisted the immediate 
pecuniary interest of the operatives in favour of promoting, instead of 
restraining, the increase of population ; nevertheless wages in the great 
seats of the manufacture are still so high, that the collective earnings of a 
family amount, on an average of years, to a very satisfactory sum ; and 
there is, as yet, no sign of decrease, while the effect has also been felt in 
raising the general standard of agricultural wages in the surrounding 
country. 

But those circumstances of a country, or of an occupation, in which 
population can with impunity increase at its utmost 1ate, are rare, and 
transitory. Very few are the countries presenting the needful union of 
conditions. Either the industrial arts are backward and stationary, and 
capital therefore increases slowly ; or the effective desire of accumulation 
being low, the increase soon reaches its limit; or, even though both 
these elements are ax their highest known degree,"the increase of capital 
is checked, because there is not fresh Jand to be resorted to, of as good a 
sed as that already occupied. Though capital should for a time 

ouble itself simultaneously with population, if all this capital and 
population are to find employment on the same land, they cannot without 
an unexampled succession of agricuitural inventions continue doubling 
the produce ; therefore, if wages did not fall, profits must ; and when 
profits fall, increase of capital is slackened. Besides, even if wages did 
not fall, the price of food (as will be shown more fully hereafter) would 
in these circumstances necessarily rise ; which is equivalent to a fall of 
wages, 
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Except, therefore, in the very peculiar cases which ! have just noticed, 
of which the only one of any practical importance Is that of a new colony, 
or a country in circumstances equivalent to it, it is impossible that 
population should increase at its utmost rate without lowering wages. 
Nor will the fall be stopped at any point, short of that which either by its 
physical or its moral operation, checks the inciease of population. In no 
old country, therefore, does population increase at anything hke its 
utmost rate ; 1n most, at a very modcrate rate ; 1n some countries, not at 
all. These facts are only to be accounted for in two ways. Either the 
whole number of births which nature admits of, and which happen in 
some circumstances, do not take place; or if they do, a large proportion 
of those who are born, die. The retardation of increase results either 
from mortality or prudence ; from Mr. Malthus’s positive, or from his 
preventive check: and one or the other of these must and does exist, 
and very powerfully too, in all old societies. Wherever population ts not 
kept down by the prudence either of individuals or of the state, it 1s kept 
down by starvation or disease. 

Mr. Malthus has taken great pains to ascertain, for almost every 
country in the world, which of these checks it is that operates ; and the 
evidence which he collected on the subject, in his Essay on Population, 
may even now be read with advantage. Throughout Asia, and formeily 
In most European countries in which the labouring classes were not in 
See ee bondage, there is, or was, no restrainer of population but death. 

he mortality was not always the result of poverty ; much of 1t proceeded 
from unskilful and careless management of children, from uncleanly and 
otherwise unhealthy habits of life among the adult population, and from 
the almost periodical occurrence of destructive pestilences. Throughout 
Europe these causes of shortened life have much diminished, but they 
have nowhere ceased to exist. Until a period not very remote, hardly 
any of our large towns kept up their population, independently of the 
Stream always flowing into them from the rural districts; this was still 
true of Liverpool until very recently ; and even in London, the mortality 
is larger, and the average duration of life shorter, than in rural districts 
where there is much greater poverty. In Ireland, epidemic fevers, and 
deaths from the exhaustion of the constitution by insufficient nutriment, 
accompany even the most moderate deficiency of the potato crop. 
Nevertheless, it cannot now be said that in any part of Europe, population 
1S principally kept down by disease, still less by starvation, either in a 
direct or an indirect form. The agency by which it is hmuited is 
preventive, not (in the language of Mr. Malthus) positive. But the 
preventive remedy seldom, I believe, consists in the unaided operation of 
oe motives on a class wholly or mainly composed of labourers for 
ire, and looking forward to no other lot. In England, for example, I 
much doubt if the generality of agricultural labourers practise any 
prudential restraint whatever. They generally marry as early, and have 
as many children to a marriage, as they would or could do if they were 
settlers in the United States. During the generation which preceded the 
enactment of the present Poor Law, they received the most direct en- 
couragement to this sort of improvidence; being not only assured of 
Support, on easy terms, whenever out of employment, but even when in 
employment, very commonly receiving froin the parish a weekly allowance 
ide aa to their number of children; and thé mairied with large 
ilies being always, from a short-sighted economy, employed in 
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preference to the tunmanied; which last premium on population still 
exists. Under such prompting, the rural labourers acquued habits of 
recklessness, which are so congenial to the uncultivated mind that in 
whatever manner produced, they in general Jong survive then immediate 
causes. There aic so many new elements at wo1k in society, even in 
those deeper strata which are inaccessible to the mere movements on 
the surface, that 1t 1s hazardous to affim anything positive on the mental 
state or practical impulses of classes and bodies of men, when the same 
assertion may be true to-day, and may require great modification in five 
ycars’ trme. It does however seem, that if the rate of increase of popula- 
tion depended solely on the agricultural laboureis, it would, as far as 
dependent on births, and unless repressed by deaths, be as rapid in the 
southern counties of England as in America. The 1estiaming principle 
hes in the very great propoition of the population composed of the middle 
classes and the shilled artizans, who in this country almost equal in 
number the common labourers, and on whom prudential motives do, in a 
considerable degree, operate. 

§ 4 Where a labouing class who have no property but their daily 
wages, and no hope of acquiring it, refrain from ovei-rapid multiplication, 
the cause, I believe, has always hitheito been, either actual legal restraint, 
or a custom of some soit which, without imtention on their part, insensibly 
moulds ther conduct, or affords immediate inducements not to marry. 
It is not generally known in how many countries of Europe direct Iegal 
obstacles aie opposed. to improvident mainages. ‘The communications 
made to the orginal Poor Law Commission by our foreign ministers and 
consuls in different parts of Europe, contain a considerable amount of 
information on this subject. Mr. Senior, in his preface to those communi- 
cations,* says that in the countries which recognise a legal nght to rehef, 
‘marriage on the part of persons in the actual receipt of relicf appears to 
be eveiywheice prohibited, and the marnage of those who arc not Itkely to 
possess the means of independent support 1s allowed by very few. Thus 
we are told that in Norway no one can mary without “ showing, to the 
satisfaction of the clergyman, that he 1s pe:manently settled in such a 
manner as to offer a fair prospect that he can maintain a family ” 

‘In Mecklenburg, that “marttages are delayed by consciiptuion in the 
twenty-second year, and military sei vice for six years ; besides the parties 
must have a dwelling, without which a cle1gyman 1s not permitted to 
marry them. ‘The men mairy at fiom twenty-five to thity, the women 
not much earlier, as both must first gain by seivice enough to establish 
themselves ” 

‘In Saaony, that “aman may not marry before he is twenty-one years 
old, 1f liable to scive in the army. In Dresden professionists (by which 
word artizans are probably meant) may not m&rry until they become 
masters in their trade” 

‘In Wurtemberg, that “no man 1s allowed to mar‘y till his twenty-fifth 
year, on account of his miltary duties, unless permission be espccially 
obtained or purchased at that age he must also obtain permission, which 
Is gianted on proving that he and his wife would have together sufficient 
to maintain a family or to establish themselves ; in large towns, say from 
800 to 1000 florins (from 66/4. 13s 4d to 842. 3s. 4d); 1n smaller, from 400 
to 500 florins : in villages 200 florins (16/7. 135. 4¢ ).?’T 

* }oiming an Appendix (F) to the Gencral Report of the Commissioners, and 
aiso published by authority as a separate volume, 

T Preface, p. xxxix. 
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The minister at Munich says, ‘The great cause why the number of 
the poor is kept so low in this country arises from the prevention by law 
of mariiages in cases 1n which it cannot be proved that the parties have 
reasonable means of subsistence ; and this regulation is in all places and 
at all times strictly adhered to. The effect of a constant and firm obser- 
vance of this rule has, it 1s tiue, a considerable influence in heeping down 
the population of Bavana, which is at present low for the extent of 
country, but it has a most salutary effect in averting extreme poverty and 
conscquent misery * 

At Lubeck, ‘maniages among the poor are delayed by the necessity a 
man is under, first, of previously proving that he 1s 1n a regular employ, 
work, or profession, that will enable him to maintain a wife: and secondly, 
of becoming a burgher, and equipping himself in the uniform of the 
buigher guard, which together may cost him nearly 4/’7 At Frankfort, 
“the government prescribes no age for marrying, but the permission to 
marry 1s only granted on proving a livelihood ’t 

The allusion, in some of these statements, to military duties, points out 
an indirect obstacle to marriage, inte1 posed by the laws of some countries 
in which there 1s no direct legal restraint. In Prussia, for mstance, the 
Institutions which compel every able-bodied man to serve for several years 
in the army, at the time of life at which imprudent marriages are most 
hkely to take place, are probably a full equivalent, in effect on population, 
for the legal 1estrictions of the smaller German states. 

§ 5. Where there is no general law restrictive of marriage, there are 
often customs equivalent to it. When the guilds or trade corporations of 
the middle ages weie m vigour, their bye-laws or regulations were con- 
ceived with a very vigilant eye to the advantage which the trade derived 
from limiting competition : and they made it very effectually the interest 
of artizans not to many until after passing through the two stages of 
apprentice and journeyman, and attaining the rank of master.§ In Nor- 


* Preface, p. axxa., or p. 554 of the Appendix itself, 

+ Appendix, p. 419. £ Ibid. p. 567. 

§ ‘un gencial,’ says Sismondi, ‘le nombre des mattres etait fixé dans chaque 
communaute, et le maftre pouvait seul tenir boutique, acheter et vendre pour son 
compte. Chaque maitre ne pouvait former qu’un certain nombre d’apprentis, 
auxquels il enseignait son métier ; et dans plusieurs communautés, 11 n’en pouvait 
tenir qu'un seul, Chaque maitre pouvait de méme tenir un nombre hmité 
douvniers, qui portent le nom de compagnons; et, dans cs mctiers ott Yon ne 
pouvait avoir qu'un seul apprenti, on ne pouvait avoir non plus qu’un seul, ou que 
deux compagnons, Aucun homme ne pouvait acheter, vendre, ou travailler dars 
un métier, s'il n’était apprenti, compagnon, ou maitre ; aucun homme ne pouvait 
devenir compagnon s’il n’avait servi un nombre d’années déterminé comme ap- 
prenti, ou devenir mattre $11 n’avait servi un nombre égal d’années comme con- 
pagnon ; et sil n’avait de plus fait son chef-d’ccuvre, ou exécuté un travail desigzné 
dans son métier, qui deVait étre juge par sa jurande. On voit que cette organisa- 
tion mettait enti¢rement dans Ja main des maitres le renouvellement des corps de 
metier. ux seuls pouvaient recevoir des apprentis; mais ils n’¢taient point 
obliges 4 en prendre ; aussi se faisaient-ils payer cetle faveur, et souvent 4 un prix 
tres-cleve ; en sorte qu'un jeune homme ne pouvait entrer dans un mctier s‘1l 
navait, au préalable, la somme qu’ll fallait payer pour son apprentissage, et celle 
qui lu: était nécessaire pour se sustenter pendant la durée de cet dU abaecaer 
car, pendant quatre, cinq, ou sept ans, tout son travail apartenait a son maitre, 
Sa dependance de ce maitre était tout aussi longtemps absolue ; car un seul acte 
de la volonté, ou méme du capnice de celui-ci, pouvait lu fermer l'entrée des pro- 
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way, where the labour is chiefly agricultural, it is forbidden by law ta 
engage a farm-servant for less than a year; which was the general 
English practice until the poor laws destroyed it, by enabling the farmer 
to cast his labourers on parish pay whenever he did not immediately 
require theirlabour. In consequence of this custom, and ofits enforcement 
by law, the whole of the rather limited class of agricultural labourers in 
Norway have an engagement for a year at least, which if the parties are 
content with one another, naturally becomes a permanent engagement : 
hence it is known in every neighbourhood whether there is, or 1s likely to 
be, a vacancy, and unless there is, a young man does not marry, knowing 
that he could not obtain employment. The custom still exists in Cumber- 
land and Westmoreland, except that the term is half a year instead of a 
year ; and seems to be still attended with the same consequences. The 
farm-servants ‘are lodged and boarded in their master’s houses, which 
they seldom leave until, through the death of some relation or neighbour, 
they succeed to the ownership or lease of a cottage farm. Whats called 
surplus labour does not here exist.’* I have mentioned in another chapter 
the check to population in England during the last century, from the 
difficulty of obtaining a separate dwelling place.f Other customs 
restrictive of population might be specified : in some parts of Italy, it is 
the practice, according to Sismondi, among the poor, as 1t 1s well known 
to be in the higher ranks, that all but one of the sons remain unmarried, 
But such family arrangements are not likely to exist among day labourers. 
They are the resource of small proprietors and metayers, for preventing 
too minute a subdivision of the land. 

In England generally there is now scarcely a relic of these indirect 
checks to population ; except that in parishes owned by one or a very 
small number of landowners, the increase of resident labourers is still 
occasionally obstructed, by preventing cottages from being built, or by 
pulling down those which exist ; thus restraining the population hable to 

ecome locally chargeable, without any material effect on population 
generally, the work required in those parishes being performed by 





fessions lucratives, L’apprenti, devenu compagnon, acqu¢rait un peu plus de 
liberté ; il pouvait s’engager avec quel maftre 11 voulait, passer de l’una l’autre ; et 
comme I’entrée au compagnonage n’était ouverte que par l’apprentissage, 11 com- 
mencait 4 profiter du monopole dont 11 avait souffert, et il etait 4 peu pres sir de 
se faire bien payer un travail que personne ne pouvait faire, si ce n'est lu. Ce- 

endant 11 dépendait de la jurande pour obtenir la maftnse ; aussi ne se regardait- 
il point encore comme assuré de son sort, comme ayant un état. En genéral, il ne 
se mariait point qu'il ne fat passé mattre. 

‘Il est bien certain, et comme fait et comme theorie, que I’établissement des 
corps de meétier empéchait et devait empécher la n.wissance d’une population 
surabondante. D’apres les statuts de presque tous les corps de mctier, un homme 
ne pouvait €tre passé maitre qu’aprés vingt-cinq ans; raais sl n’avait pas un 
capital a lui, ‘il n’avait pas fait des économies sutbeantes il continuait bien plus 
longtemps a& travailler comme compagnon ; plusieurs, et peut-étre le plus grand 
nombre des artisans, demeuraient compagnons toute leur vie. II était presque sans 
exemple, cependant, qu’ils se mariassent avant d’étre recus maitres ; quand ils 
auraient été assez imprudens pour le désirer, aucun pére n’aurait voulu donner sa 
fille 4un homme qui n’avait point d’état.’—Nouveaux Prencipes, book iv. ch, 10, 
See also Adam Smith, book i. ch. 10, part 2. 

* See Thornton on Uver-Fopulatzon, p. 18, and the authorities there cited. 

¢ Supra, p, 118, 


WAGES. 247 


laboureis settled elsewhere. The surrounding districts always feel them- 
selves much aggrieved by this practice, against which they cannot defend 
themselves by similar means, since a single acre of land owned by any 
one who does not enter into the combination, enables him to defeat the 
attempt, very profitably to himself, by covering that acre with cottages. 
To mcet these complaints it has already been under the consideration of 
Parliament to abolish parochial settlements, and make the poor rate a 
charge not on the parish, but on the whole union. If this proposition be 
adopted, which for other reasons is very desirable, it will remove the 
small remnant of what was once a check to population: the value of 
which, however, from the narrow limits of its operation, must now be 
considered very trifling. 

§ 6. In the case, therefore, of the common agricultural labourer, the 
checks to population may almost be considered as non-existent. If the 
growth of the towns, and of the capital there employed, by which the 
factory operatives ale maintained at their present average rate of wages 
notwithstanding their rapid increase, did not also absorb a great part of 
the annual addition to the rural population, there seems no reason in the 
present habits of the people why they should not fall into as miserable a 
condition as the Irish ; and if the market for our manufactures should, I 
do not say fall off, but even ccase to expand at the rapid rate of the last 
fifty years, there 1s no certainty that this fate may not be in reserve for 
us ; especially conside1ing how much the Irish themselves contribute to 
it, by migrating to this country and underbidding its native inhabitants. 
Without carrying our anticipations forward to such a calamity, which the 
great and growing intelligence of the factory population would, it may be 
hoped, avert, by an adaptation of their habits to their circumstances ; the 
existing condition of the labourers of some of the most exclusively agri- 
cultural counties, Wiltshire, Somersetshire, Dorsctshire, Bedfordshire, 
Buckinghamshire, is sufficiently painful to contemplate. The labourers 
of these counties, with large families, and seven or perhaps eight shillings 
for their weekly wages when in full employment, have lately become one 
of the stock objects of popular compassion : it is time that they had the 
benefit also of some application of common sense. 

Unhappily, sentimentality rather than common sense is the genius that 
usually presides over the discussion of these subjects ; and while there is 
a growing sensitiveness to the hardships of the poor, and a ready dis- 
position to admit claims in them upon the good offices of other people, 
there 1s an all but universal unwillingness to face the real difficulty of 
their position, or advert at all to the conditions which nature has made 
indispensable to the improvement of their physical lot. Discussions on 
the condition of the labourers, lamentations over its wretchedness, denun- 
ciations of all who aré supposed to be indifferent to it, projects of one 
kind or another for improving it, were in no country and in no time of the 
world, so rife as at present: but there is a tacit agreement to ignore 
totally the law of wages, or to dismiss it in a parenthesis, with such terms 
as ‘hard-hearted Malthusianism’; as if 1t were not a thousand times 
more hard-hearted to tell human beings that they may, than that they 
may not, call into existence swarms of creatures who are suie to be miser- 
able, and most likely to be depraved ; and forgetting that the conduct, 
which it is reckoned so cruel to disapprove, is a degrading slavery to a 
brute instinct in one of the persons concerned, and most commonly, in 
the other, helpless submission to a revolting abuse of power, 
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It is not wonderful that the working classes themselves should cherish 
error on this subject. They obey a common propensity, in laying the 
blame of their misfortunes, and the responsibility of providing remedies, 
on any shoulders but their own. They must be above the average level 
of humanity if they chose the more disagreeable opinion, when nearly all 
their professed teachers, both in their own and 1n every other class, either 
silently reyect or noisily declaim against it. The true theory of the causes 
of poverty seems to answer nobody’s peculiar purpose. ‘Those who share 
the growing and certainly well-grounded discontent with the place filled 
and the part performed in society by what are called the higher classes, 
seem to think that acknowledging the necessary dependence of wages on 
population 1s removing some blame from those classes, and acquitting 
them at the bar of public opinion for doing so little for the people ; as if 
anything they could do, either in their present relation to them or in any 
other, could be of permanent use to the people in their material interests, 
unless grounded on a recognition of all the facts on which their condition 
depends. To this class of opponents, the accidents of personal politics 
have latterly added nearly the whole effective literary strength of the 
party who proclaim themselves Conservative of existing social arrange- 
ments. Any one with whom the cause of the poor 1s a principle, and not 
a pretence, or a mere freak of sensibility, must contemplate with un- 
feizned bitterness the conduct, during ten important years, of a large 
poition of the Tory party, including nearly all its popular organs ; who 
have studiously fostered the prejudices and inflamed the passions of the 
demociacy, on the pomts on which democratic opinion 1s most lable to 
be dangerously wrong, for the paltry advantage of turning into a handle 
of popular declamation against their Whig mvals an enactment most 
salutary in principle, in which their own party had concurred, but of 
which those rivals were almost accidentally the nominal authois. 

So long as mankind 1emained in a semi-batbarous state, with the in- 
dolence and the few wants of the savage, it probably was not desirable 
that population should be restrained ; the pressure of physical want may 
have been a necessary stimulus, in that stage of the human mind, to the 
exertion of labour and ingenuity required for accomplishing that greatest 
of all past changes in human modes of existence, by which industrial life 
attained predominance over the hunting, the pastoral, and the military or 
predatory state. Want, in that age of the world, had its uses, as even 
slavery had ; and there may be corners of the earth where those uses are 
not yet superseded, though they might easily be so were a helping hand 
held out by more civilized communities. But mm Europe the time, if it 
ever existed, 1s long past, when a Ife of privation had the smallest 
tendency to make men either better workmen or more civilized beings. 
It 1s, on the contrary, evident, that if the agiidultural Jabomers were 
better off, they would both work more efficiently, and be better citizens. 
I ask, then, 1s it truc, or not, that if their numbers were fewer, they would 
obtain higher wages? This is the question, and no other: and it 1s idle 
to divert attention from it, by attaching any incidental position of Malthus 
or some other writer, and pretending that to refute that, 1s to disprove the 
plinciple of population. Some, for stance, have achieved an easy 
victory over a passing rematk of Mr. Malthus, hazarded chiefly by way 
of illustration, that the increase of food may perhaps be assumed to take 
place in an arithmetital ratio, while population increases in a geometrical: 
when every candid reader knows that Mr, Malthus laid no stress on this 
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tnlucky atternpt to give numerical precision to things which do not admit 
of it, and every person capable of reasoning must see that it 1s wholly 
superfluous to his argument. Others have laid immense stress upon a 
correction which more recent political economists have made in the mere 
language of the eather followers of Mr. Malthus. Several writers had 
said that it is the tendency cf population to zc ease faster than the means 
of subsistence. The assertion was true in the sense m which they meant 
it, namely, that population would m most circumstances increase faster 
than the means of subsistence, 1f 1t were not checked either by mortality 
or by prudence. But masmuch as these checks act with unequal force at 
different times and places, it was possible to interpret the language of 
these writers as if they had meant that population is usually gaming 
giound upon subsistence, and the poverty of the people becoming greater. 
Under this interpretation of their meaning, 1t was uiged that the reverse 
is the truth. that as civilization advances, the prudential check tends to 
become stronger, and population to slacken its rate of increase, relatively 
to subsistence , and that it 1s an error to maintain that population, in any 
Improviny community, tends to increase faster than, or even so fast as, 
subsistence. ‘The word tendency 1s here used 1m a totally different sense 
from that of the writers who affirmed the proposition. but waving the 
verbal question, 1s it not allowed on both sides, that in old countries 
population presses too closely upon the means of subsistence? And 
although its pressure diminishes, the more the ideas and habits of the 
poorest class of labouicis can be impreved, to which it 1s to be hoped 
that there 1s always some tendency in a progiessive country, yet since 
that tendency has hitherto been, and still is, extremely faint, and (to 
descend to particuiais) has not yet extended to gning to the Wiltshire 
labowers higher wages than eight shillings a week, the only thing which 
it is necessary to consider is, whether that 1s a sufficient and suitable 
provision for a labower, for 1f not, population does, as an existing fact, 
bear too gicat a proportion to the means of subsistence ; and whether it 
pressed still harde: or not quite so hard at some former pettod, 1s piac- 
tically of no moment, except that, 1f the 1atio 1s an improving one, there 
is the better hope that by proper «ids and encouragements it may be 
made to improve more and faster. 

It 1s not, however, agaist 1¢ason, that the argument on this subject has 
to struggle ; but against a feeling of dishke, which will only reconcile 
itself to the unwelcome truth when every device 1s exhausted by which 
the recognition of that truth can be evaded. It 15 necessary, therefore, to 
enter into a detailed examination of these devices, and to force every 
posiuon which 15 taken up by the enemies of the population principle, in 
their determination to find some refuge for the labourer, some plausible 
means of improving hisecondition, without requiring .the exercise, either 
enforced or voluntary, of any 1¢lf-1estraint, or any greater contro] than at 
present over the aninval power of multiplication. This will be the obyect 
of the neat chapter. 


CHAPTER XII, 
OF POPULAR REMEDIES FOR LOW WAGIS. 


§ 1. THE simplest expedient which can be imagined for keeping the 
wages of labour up to the desirable point, would be t& fix them by law: 
and this is virtually the object aimed at in a variety of plans which have 
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at different times beet, or still are, current, for remodelling the relation 
between labourcis and employers. No one probably ever suggested that 
wages should be absolutely fixed; since the interests of all concerned 
often require that thcy should be vaiable; but some have proposcd ta 
fix a minimum of wages, Icaving the vanations above that point to be 
adjusted by competition. Another plan, which has found many advocates 
among the lIcaders of the operatives, 1s that councils should be formed, 
which in England have been called local boards of trade, in France, 
‘conseils de prud’hommes,’ and other names: consisting of delegates 
from the workpeople and from the employers, who, meeting in fair 
conference, should agree upon a rate of wages, and promulgate it from 
authority, to be binding generally on employers and workmen; the 
ground of decision being, not the state of the labour-market, but natural 
equity ; to provide that the workmen shall have reasonable wages, and 
the capitalist reasonable profits. 

Others again (but these are rather philanthropists interesting them- 
selves for the labouring classes, than the labouring people themselves) are 
shy of admitting the interfe1ence of authority in contracts for labour ; they 
fear that if Jaw intervened, it would intervene rashly and ignorantly ; they 
are convinced that two parties, with opposite interests, attempting to 
adjust those interests by negotiation through their rep:esentatives on 
principles of equity, when no rule could be laid down to determine what 
was equitable, would merely exasperate their differences instead of healing 
them ; but what it 1s uscless to attempt by the legal sanction, these persons 
desire to compass by the moral. Every employer, they think, ozgAt to 
give sufficzent wages ; and if he does it not willingly, should be compelled 
to do it by general opinion ; the test of sufficient wages being their own 
feelings, or what they suppose to be those of the public. This 1s, 1 think, 
a ‘oye representation of a considerable body of existing opinion on the 
subject. 

I desire to confine my remarks to the principle involved in all these 
suggestions, without taking into account practical difficulties, serious as 
these must at once be seen to be. I shall suppose that by one or other of 
these contrivances, wages could be kept above the point to which they 
would be brought by competition. This 1s as much as to say, above the 
highest rate which can be afforded by the existing capital, consistently 
with employing all the labourers. For it 1s a mistake to suppose that 
competition merely keeps down wages. It 1s equally the means by which 
they are kept up. When there are any labourers unemployed, these, 
unless maitained by charity, become competitors for hire, and wages 
fall ; but when all who were out of work have found employment, wages 
will not, under the freest system of competition, fall lower. There are 
strange notions afloat concerning the nature of competition. Some 
people seem to imagine that its effect 1s something indefinite ; that the 
competition of sellers may lower prices, and the competition of labourers 
may lower wages, down to zero, or some unassignable minimum. Nothing 
can be more unfounded. Goods can only be lowered 1n price by competi- 
tion, to the point which calls forth buyers sufficient to take them off; and 
wages can only be lowered by competition until room 1s made to admit 
all the labourers to a share in the distribution of the wages-fund. If they 
fell below this point, a portion of capital would remain uneinployed for 
want of labourers ; a counter-competition would commence on the side of 
capitalists, and wages would rise. 
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Since, therefore, the rate of wages which results from competition dis- 
tributes the whole wages-fund among the whole labouring population ; if 
law or opinion succeeds in fixing wages above this rate, some labourers 
are kept out of employment ; and as it is not the intention of the philan- 
thropists that these should starve, they must be provided for by a forced 
increase of the wages fund: by a compulsory saving. It is nothing to fix 
a minimum of wages, unless there be a provision that work, or wages at 
least, be found for all who apply for it. This, accordingly, is always part 
of the scheme; and 1s consistent with the ideas of more people than 
would approve of either a legal or a moral minimum of wages. Popular 
sentiment looks upon it as the duty of the rich, or of the state, to find 
employment for all the poor. If the moral influence of opinion does not 
induce the rich to spare from their consumption enough to set all the poor 
to work at ‘reasonable wages,’ 1t is supposed to be incumbent on the state 
to lay on taxes for the purpose, either by local rates or votes of public 
money. The proportion between labour and the wages-fund would thus 
be modified to the advantage of the labourers, not by restriction of popula- 
tion, but by an increase of capital. 

§ 2. If this claim on society could be limited to the existing genera- 
tion ; 1f nothing more were necessary than a compulsory accumulation, 
sufficient to provide permanent employment at ample wages for the 
existing numbers of the people ; such a proposition would have no more 
strenuous supporter than myself. Society mainly consists of those who 
live by bodily labour ; and if society, thas 1s, 1f the labourers, lend their 
physical force to protect individuals in the enjoyment of superfluities, they 
are entitled to do so, and have always done so, with the reservation of a 
power to tax those superfluities for purposes of public utility: among 
which purposes the subsistence of the people is the foremost. Since no 
one is responsible for having been born, no pecuniary sacrifice is too 
great to be made by those who have more than enough, for the purpose 
of securing enough to all persons already in existence. 

But it is another thing altogether, when those who have produced and 
accumulated are called upon to abstain from consuming until they have 
given food and clothing, not only to all who now exist, but to all whom 
these or their descendants may think fit to call into existence. Such an 
obligation acknowledged and acted upon, would suspend all checks, both 
positive and preventive ; there would be nothing to hinder population 
from starting forward at its rapidest rate; and as the natural increase of 
capital would, at the best, not be more rapid than before, taxation, to 
make up the growing deficiency, must advance with the same gigantic 
Strides. The attempt would of course be made to exact labour in 
exchange for support. But experience has shown the sort of work ta be 
expected from recipients pf public charity. When the pay is not given 
for the sake of the work, but the work found for the sake of the pay, in- 
efficiency 1s a matter of certainty : to extract real work from day-labourers 
without the power of dismissal, 1s only practicable by the power of the 
lash. It is conceivable, doubtless, that this objection might be got 
over. The fund raised by taxation might be spread over the labour 
market generally, as seems to be intended by the supporters of the dvoz¢ 
au travail in France ; without giving to any unemployed labourer a nght 
‘to demand support, in a particular place or from a particular functionary. 
The power of dismissal, as regards individual laboarers, would then 
remain ; the government only undertaking to create additional employ- 
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ment when there was a deficiency, and reserving, like other employers, 
the choice of its own workpeople. But let them work ever so efficiently, 
the increasing population could not, as we have so often shown, increase 
the produce proportionally : the surplus after all were fed would beara 
less and less proportion to the whole pioduce and to the population . and 
the increase of people going on in a constant tatio, while the increase 
of produce went on in a diminishing ratio, the surplus would in time 
be wholly absorbed; taxation for the support of the poor would 
engross the whole income of the country; the payers and the reccivers 
would be melted down into one mass. The check to population either by 
death or prudence, could not then be staved off any longer, but must 
come into operation suddenly and at once; everything which places 
mankind above a nest of ants or a colony of beavers, having perished in 
the interval. 

These consequences have been so often and so clearly pointed out by 
celebrated authors, in writings known and accessible, that ignorance of 
them on the part of educated persons 1s no Jonger pardonable. It 1s 
doubly discreditable in any peison setting up for a public teacher, to 
ignore these considerations ; to dismiss them silently, and discuss or de- 
claim on wages and poor-laws, not as if these arguments could be refuted, 
but as if they did not exist. Yet such has been the tone of popular and 
newspaper discussion for some years past. 

Everyone has a nght to live We will suppose this granted. But no 
one has a nght to bring creatures into life, to be supported by other 
people. Whoever means to stand upon the first of these mghts must 
renounce all pretension to the last. If aman cannot suppoit even him- 
self unless others help him, those others aie entitled to say that they do 
not also undertake the support of all the offspring which it 1s physically 
possible for him to summon into the world. Yet there ate abundance of 
write1s and public speakers, including many of most ostentatious pieten- 
sions to high feeling, whose views of life are so truly brutish, that they 
see hardship in preventing paupers from breeding hereditary paupers in 
the very workhouse itself. Posterity will one day ask with astonishment, 
what sort of people it could be among whom such preachers could find 
proselytes. 

It 1s conceivable that the state might guarantee employment at ample 
wages to all who are born. Lut if it does this, it 1s bound in self-protec- 
tion, and for the sake of every purpose for which government exists, to 
provide that no person shall be born without itsconsent. If the ordinary 
and natural motives to self-restraint are removed, others must be sub- 
stituted. Restrictions on marriage, at least equivalent to those existing 
in some of the German States, or severe penalties on those who have 
children when unable to support them, would then be indispensable. 
Society may feed the necessitous, if 1t takes their multiplication under 
its control ; or 1t may leave the last to their discretion, 1f 1t abandons the 
first to their own care. But it cannot take half of the one course, and 
half of the other. Let it choose that, which circumstances or the public 
sentiment render most expedient. Butit cannot with impunity take the 
feeding upon itself, and leave the multiplying fiee. 

To give profusely to the people, whether under the name of charity or 
of employment, without placing them under such influences that prudential 
motives shall act powerfully upon them, is to lavish the means of benefit- 
ing mankind, without attaining the object. Leave the people in a situas 
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tion in which their condition manifestly depends upon their numbers, and 
the greatest permanent benefit may be derived from any saciifice made 
to improve the physical well-being of the present generation, and raise, 
by that means, the habits of their children. But 1emove the regulation 
of their wages from their own control; guarantee them a certain pay- 
ment either by law, or by the feeling of the community ; and no amount 
of comfort that you can give them will make either them or their 
descendants look to their own self-restraint as the proper means for pre- 
serving them in that state. You will only make them indignantly claim 
the continuance of your guarantee, to themselves and their full comple- 
ment of possible posterity. 

On these grounds some writers have altogether condemned the 
English poor-law, and any system of relief to the able bodied, at least 
When uncombined with systematic legal precaution against over-popula- 
tion. The famous Act cf 43 Ehzabeth undertakes, on the part of the 
public, to provide work and wages for all the destitute able-bodied : and 
there 1s little doubt that if the mtent of that Act had bcen fully carned out, 
and no means had been adopted by the administrato1s of relief to neutralize 
its natuial tendencies, the poor-1ate would by this time have absorbed 
the whole net produce of the Jand and labour of the country. It 1s not 
at all suprising, therefore, that Mr. Malthus and others should at first have 
concluded against all poor-laws whatever. It requiredfmuch experience and 
carcful examination of different modes of pooi-law management, to give 
assurance that the admission of an abselute right to be supported at the 
cost of other people, could exist in law and in fact, without fatally relaxing 
the springs of industiy and the restiaints of prudence This, however, 
was fully substantiated, by the investigations of the onginal Poor Law 
Commissioners. Hostile as they are unjustly accused of being to the 
principle of legal rehef, they ale the first who fully proved the com- 
patibility of any Poor Law, in which a right to relief was recognised, with 
the permanent interests of the labouring class and of posterity. By a 
collation of facts, experimentally ascertaned in panishes scattered 
throughout England, it was shown that the guarantee of support could be 
freed from its injurious effects upon the minds and habits of the people, 
if the relief, though ample in 1espect to necessaries, was accompanied 
with conditions which they dishked, consisting of some restraints on their 
freedom, and the privation of certain indulgences. Under this proviso, it 
may be regaided as irrevocably established, that the fate of no member 
of the community needs be abandoned to chance ; that society can and 
therefore ought to ensure every individual belonging to it against the 
extreme of want; that the condition even of those on the lowest step of 
the social ladder, needs not be one of physical suffering, or the dread of it, 
but only of 1estuicted ivlulgence, and enforced ngidity of discipline. This 
is surely something gamed for humanity, important in itself, and _ still 
more so as a step te something beyond ; and humanity has no worse 
enenues than those who lend themsclves, either knowingly or uninten- 
tionally, to bing odium on this law, or on the principles in which it 
originated. 

§ 3 Next to the attempts to regulate wages, and provide artificially 
that all who are willing to work shall receive an adequate price for their 
labour, we have to consider another class of popular remedies, which do 
not profess to interfere with freedom of contract , wich allow wages to 
be what the competition of the market makes them, but, when they are 
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considered insufficient, endeavour by some subsidiary resource to make 
up to the labourers for the insufficiency. Of this nature was the expedient 
resorted to by parish authorities during thirty or forty yeais previous to 
1834, generally known as the Allowance System. This was first introduced, 
when, through a succession of bad seasons, and consequent high prices of 
food, the wages of labour had become inadequate to afford to the families 
of the agricultural labourers the degree of support to which they had been 
accustomed. Sentiments of humanity, jomed with the idea then incul- 
cated in high quarters, that people ought not to be allowed to suffer for 
having enriched their country with a multitude of inhabitants, induced the 
magistrates of the rural districts to commence giving parish relief to 
persons already in private employment : and when the practice had once 
been sanctioned, the immediate interests of the farmers, whom it enabled 
to throw part of the support of their labourers upon the other inhabitants 
of the parish, led to a great and rapid extension of it. The principle of 
this scheme being avowedly that of adapting the means of every family to 
its necessities, 1t was a natural corollary that more should be given to the 
married than to the single, and to those who had large families than to 
those who had not ; 1n fact, an allowance was usually granted for every 
child. So direct and positive an encouragement to population is not, 
however, inseparable from the scheme: the allowance in aid of wages 
might be a fixed thing, given to all labourers alike, and as this 1s the least 
objectionable form which the system can assume, we will give it the 
benefit of the supposition. : 

It is obvious that this is merely another mode of fixing a minimum of 
wages, no otherwise differing fiom the direct mode, than in allowing the 
employer to buy the labour at its market price, the difference being made 
up to the labourer from a public fund. The one kind of guarantee 1s open 
to all the obyections which have been urged against the other. It promises 
to the labourers that they shall all have a certain amount of wages, how- 
ever numerous they may be: and removes, therefore, alike the positive 
and the prudential obstacles to an unlimited increase. But besides the 
objections common to all attempts to regulate wages without regulating 
population, the allowance system has a peculiar absurdity of its own. 
This is, that it inevitably takes from wages with one hand what it adds to 
them with the other. There is a rate of wages, either the lowest on which 
the people can, or the lowest on which they will consent to, hve. We will 
suppose this to be seven shillings a-week. Shocked at the wretchedness 
of this pittance, the parish authorities humanely make it up to ten. But 
the labourers are accustomed to seven, and though they would gladly 
have more, will live on that (as the fact proves) rather than restrain the 
instinct of multiplication. Their habits will not be altered for the better 
by giving them parish pay. Receiving three shulings from the parish, 
they will be as well off as before, though they should increase sufficiently 
to bring down wages to four shillings. They will accordingly pcople 
down to that point; or perhaps, without waiting for an increase of 
numbers, there are unemployed labourers enough in the workhouse to 
produce the effect at once. It is well known that the allowance system 
did practically operate in the mode described, and that under its 'nfluence 
wages sank to a lower rate than had been known in England before. 
During the last century, under a rather rigid administration of the oh 
laws, population incfeased slowly, and agricultural wages were consider | 
ably above the starvation point. Under the allowance system the people... 
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increased so fast, and wages sank so low, that with wages and allowance 
together, families were worse off than they had been before with wages 
alone. When the labourer depends solely on wages, there zs an absolute 
minimum. Anything less than what will absolutely support him he will 
not take, for if he is to starve, he may as well do so without working as 
with it. But if the deficiency is to be made up by a forced contribution 
from all who have anything to give, wages may fall below starvation 
point ; they may fall almost to zero. This deplorable system, worse than 
any other form of poor law abuse yet invented, inasinuch as 1t paupeiizes 
not merely the unemployed part of the population but the whole, has 
now been abolished, and of this one abuse at least it may be said 
that nobody professes to wish for its revival. Even the agitatois against 
the New Poor Law have hitherto stopped short of patronizing the 
Allowance System. 

§ 4. But while this is (it is to be hoped) exploded, there is another 
mode of relief in aid of wages, which 1s at the height of popularity ; a 
mode greatly preferable, moually ard socially, to parish allowance, but 
tending, it 1s to be feared, to a very similar economical result : I mean the 
much boasted Allotment System. This, too, is a contiivance to compen- 
sate the labourer for the insufficiency of his wages, by giving him some- 
thing else as a supplement to them: but instead of having them made up 
from the poor rate, he 1s enabled to make them up for himself, by renting 
a small piece of ground, which he cultivates like a garden by spade 
labour, raising potatoes and other vegetables for home consumption, with 
perhaps some additional quantity for sale. If he hires the ground ready 
manured, he sometimes pays for it as high arate as eight pounds an acre : 
but getting his own labour and that of his family for nothing he 1s able to 
gain several pounds by it even at so high arent.* ‘The patrons of the 
system make it a great point that the allotment shall be in aid of wages, 
and not a substitute for them ; that it shall not be such as a labourer can 
live on, but only sufficient to occupy the spare hours and days of a man 
in tolerably regular agricultural employment, with assistance from his 
wife and children. They usually limit the extent of a single allotment to 
a quarter, or something between a quarter and half an acre. Ifit exceeds 
this, without being enough to occupy him entirely, it will make him, they 
say, a bad and uncertain workman for hire: if 1t 1s sufficient to take him 
entirely out of the class of hired labourers, and to become his sole means 
of subsistence, it will make him an Irish cottier; for which assertion, 
at the enormous rents usually demanded, there is some foundation. 
But in their precautions against cottierism, these well-meaning peisons 
do not perceive, that if the system they patronize 1s not a cottier 
System, it 1s, in essentials, neither more nor less than a system of 
conacre, 

There is no doubt a material difference between eking out insufficient 
wages by a fund raised by taxation, and domg the same thing by means 
which make a clear addition to the gross produce of the country. There 
is also a difference between helping a labourer by means of his own 
industry, and subsidizing him in a mode which tends to make him careless 
and idle. On both these points, allotments have an unquestionable 
advantage over parish allowances. But in their effect on wages and 


* See the Evidence on the subiect of Allotments, collected by the Commissioners 
ef Poor Law Enquiry, 


256 DISTRIBUTION, 


population, I see io reason why the two plans should substantially differ. 
All subsidies in aid of wages enable the labourer to do with less remune- 
ration, and therefore ultimately bring down the price of labour by the full 
amount, unless a change be wrought in the ideas and requirements of the 
laboure: ; an alteration in the relative value which he sets upon the 
gratification of his instincts, and upon the increase of his comforts and the 
comfoits of those connected with him That any such change in his 
character should be produced by the allotment system, appears to me a 
thing not to be expected. The possession of land, we are sometimes told, 
renders the labourer provident. Property in land does so; or what 1s 
equivalent to property, occupation on fixed terms and on a permanent 
tenure But mere hiring from year to year was never found to have any 
such effect. Joes possession of land render the Inshman provident? Tes- 
timonies, it 15 tiue, abound, and I do not seek to discredit them, of the 
beneficial change produced in the conduct and condition of labourers, by 
receiving allotments. Such an effect 1s to be expected while those who 
hold them are a small number ; a privileged class, having a status above 
the common level, which they are unwillmg to Jose ‘They are also, no 
doubt, almost always, originally a select class, composed of the most 
favomable specimens of the labouring people: which, however, 1s 
attended with the inconvenience that the persons to whom the system 
facilitates matrying and having a family, ale precisely those who would 
otherwise be the most likely to practise prudentialresuraint As affecting 
the general condition of the labouring class, the scheme, as it seems to 
me, must be eithe: nugatory or mischievous If only a few labourers 
have allotments, they are naturally those who could do best without them, 
and no good 1s done to the class. while, 1f the system were general, and 
every or almost every labourer had an allotment, I beheve the effect 
would be much the same as when every or almost every labourer had an 
allowance in aid of wages I think there can be no doubt that if, at the 
end of the last century, the Allotment instead of the Allowance system 
had been generally adopted in England, it would equally have broken 
down the practical restraints on population which at that time did really 
exist ; population would have started forward exactly as in fact it did; 
and in twenty years, wages plus the allotment would have been, as wages 
plus the allowance actually werc, no more than equal to the former 
wages without any allotment. ‘The only difference in favour of allot- 
ments would have been, that they make the people grow their own poor 
rates 

I am at the same time quite icady to allow, that in some cicumstances, 
the possession of land at a fair rent, even without ownership, by the 
generality of labourers for hire, operates as a cause not of low, but of high 
wages. This, however, 1s when their land renderg them, to the extent of 
actual necessaries, independent of the market for labour. ‘There 1s the 
greatest difference between the position of people who live by wages, with 
land as an extra resource, and of people who can, in case of necessity, 
subsist entirely on their land, and only work for hire to add to their com. 
forts Wages are likely to be high where none aie compelled by necessity 
to sell their labour. ‘Veople who have at home some kind of property to 
apply their labour to, will not sell their labour for wages that do not 
afford them a better diet than potatoes and mauve, although, in saving for 
themselves, they may live very much on potatoes and mave We are 
often surprised, in travelling on the Continent, to hear of a rate of day’s 
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wages very high, considering the abundance and cheapness of food. It is 
want of the necessity or inclination to take work, that makes day labour 
scarce, and, considering the price of provisions, dear, in many parts of the 
Continent, where property in land is widely diffused among the people.’ 
Thus says Mr. Laing,* and his remark 1s certainly just. There aie parts 
of the Continent where, even of the inhabitants of the towns, scarcely one 
seems to be exclusively dependent on his ostensible employment ; and 
nothing else can explain the high price they put on their services, and the 
carelessness they evince as to whether they are employed at all. Lut the 
effect would be far different if their land or other resources gave them 
only a fraction of a subsistence, leaving them under an undiminished 
necessity of selling their labour for wages in an overstocked market. 
Their land would then merely enable them to exist on smaller wages, and 
to carry their multiplication so much the fuither before reaching the 
point below which they either could not, or would not, descend. 

To the view I have taken of the effect of allotments, I see no argument 
which can be opposed, but that employed by Mr Thornton,* with whom 
on this subject I am at issue. Hus defence of allotments is grounded on 
the general principle, that it is only the very poor who multiply without 
regard to consequences, and that if the condition of the existing genera- 
tion could be greatly improved, which he thinks might be done by the 
allotment system, their successors would grow up with an increased 
standard of requirements, and would not have families until they could 
keep them in as much comfort as they had been brought up in themselves. 
I agree in as much of this argument as goes to prove that a sudden and 
very great improvement in the condition of the poor, has always, through 
its effect on their habits of life, a chance of becoming permanent. What 
happened at the time of the French Revolution is an example. But I 
cannot think that the addition of a quarter or even half an acre to every 
Jabourer’s cottage, and that too at a rack rent, would (after the fall of 
wages which would be necessary to absorb the already existing mass of 
pauper labour) make so great a difference in the comforts of the family 
for a generation to come, as to raise up from childhood a labouing 
Pepe with a really higher permanent standard of requirements and 

sbits. So small a portion of land could only be made a permanent 
benefit, by holding out encouragements to acquire by industry and saving, 
the means of buying it outright : a permission which, if extensively made 
use of, would be a kind of education in forethought and frugality to the 
entire class, the effects of which might not cease with the occasion. The 
benefit would however arise, not from what was given, but from what they 
were stimulated to acquire. 

No remedies for low wages have the smallest chance of being efficacious, 
which do not operate ov and through the minds and habits of the people. 
While these are unaffected, any contrivance, even if successful, for 
temporarily improving the condition of the very poor, would but let slip 
the reins by which population was previously curbed ; and could only, 
therefore, continue to produce its effect, if, by the whip and spur of taaa- 
tion, capital were compelled to follow at an equally acceleiated pace. 
But this process could not possibly continue for lony together, and when- 
ever it stopped it would leave the country with an increased number of the 


* Notes of a Traveller, p. 456. e. 
} See Thornton on Over- Population, ch, vill. 
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poorest class, and a diminished proportion of all except the poorest, or, if 
it continued long enough, with none at all. For ‘to this complexion must 
come at last’ all social arrangements, which remove the natural checks to 
population without substituting any others. 


CHAPTER XIII. 
THE REMEDIES FOR LOW WAGES FURTHER CONSIDERED. 


§ 1. By what means, then, is poverty to be contended against? How 
is the evil of low wages to be remedied? If the expedients usually re- 
commended for the purpose are not adapted to it, can no others be 
thought of? Is the problem incapable of solution? Can political 
economy do nothing, but only object to everything, and demonstrate that 
nothing can be done? 

If this were so, political economy might have a needful, but would have 
a melancholy, and a thankless task. If the bulk of the human race 
are always to remain as at present, slaves to toil in which they Aave no 
inteiest, and therefore /ee/ no mterest—drudging from early morning till 
late at night for bare necessaries, and with all the intellectual and moral 
deficiencies which that imphes—without resources either in mind or 
feelings—untaught, for they cannot be better taught than fed ; selfish, for 
all their thoughts are reqmred fpr themselves ; without interest or senti- 
ments as citizens and members of society, and with a sense of injustice 
rankling in their minds, equally for what they have not, and for what 
others have ; I know not what there is which should make a person with 
any capacity or reason, concern himself about the destinies of the human 
race. ‘Theie would be no wisdom for any one but in extracting from life, 
with Epicurean indifference, as much personal satisfaction for himself and 
those with whom he sympathuzes, as it can yield without injury to any one, 
and letting the unmeaning bustle of so-called civilized existence roll by un- 
heeded, Lut there is no ground for such a view of human affairs. 
Poverty, like most social evils, exists because men follow their brute 
instincts without due consideration. But socicty 1s possible, precisely 
because man 1s not necessarily a brute. Civilization in every one of 
its aspects is a struggle against the animal instincts. Over some even of 
the strongest of them, it has shown itself capable of acquiring abundant 
control. It has artificialized large portions of mankind to such an 
extent, that of many of their most natural inclinations they have scarcely 
a vestige or a remembrance left. If it has noi brought the instinct of 

opulation under as much restraint as 1s needful, we must remember that 
it has never seriously tried. What efforts it has made, have mostly been 
yn the contrary direction. Religion, morality, and statesmanship have 
vied with one another in incitements to marnage, and to the multiplica- 
tion of the species, so it be but in wedlock. Religion has not even yet 
discontinued its encouragements, The Roman Catholic clergy (of any 
other clergy it is unnecessary to speak, since no other have any consider- 
able influence over the poorer classes) everywhere think it their duty to 
promote marriage, in order to prevent formication. There is still in 
many minds a strong religious piejyudice against the true doctrine. 
The rich, provided the consequences do not touch themselves, think it 
impugns the wisdom of Providence to suppose that misery can result 
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from the operation of a natural propensity: the poor think that ‘God 
never sends mouths but He sends meat.’ No one would guess from 
the language of either, that man had any voice or choice in the matter. 
So complete is the confusion of ideas on the whole subject ; owing in a 
gicat degrce to the mystery in which it 1s shrouded by a spurious 
delicacy, which prefers that right and wrong should be mismeasured and 
confounded on one of the subjects most momentous to human welfare, 
rather than that the subyect should be freely spoken of and discusscd. 
People are little aware of the cost to mankind of this scrupulosity of 
speech. The discases of society can, no more than corporal maladies, be 
prevented or cured without being spoken about in plain language. All 
expelience shows that the mass of mankind never judge of moral questions 
for themselves, never see anything to be nght or wrong until they have 
been frequently told it; and who tells them that they have any duties in 
the matter in question, while they keep within matrimonial limits? Who 
meets with the smallest condemnation, or rather, who does not meet with 
sympathy and benevolence, for any amount of evil which he may have 
brought upon hinself and those dependent on him, by this species of 1n- 
continence? While a man who 1s intemperate in diink 1s discounte- 
nanced and despised by all who profess to be moral people, is it not 
to this hour the favourite recommendation for any parochial office 
bestowed by popular election, to have a large family and to be unable to 
maintain them? Do not the candidates placard their enormous families 
on walls, and publish them through thé town in circulais ?* 

One cannot wonder that silence on this great depaitment of human 
duty should produce unconsciousness of moral] obligations, when it pro- 
duces oblivion of physical facts. ‘That it 1s possible to delay marnage, 
and to live in abstinence while unmarried, most people are willing to 
allow : but when persons are once married, the idea, in this country, never 
seems to enter any one’s mind that having or not having a family, or the 
number of which it shall consist, is at all amenable to their own control. 
One would imagine that children were rained down upon martied people, 
direct from heaven, without their being ait or part in the matter ; that it 
was really, as the common phrases have it, God’s will, and not their own, 
which decided the numbeis of their offspring Let us sce what is a 
Continental philosophers opinion on this pomt; a man among the most 
benevolent of his time, and the happiness of whose married life has been 
celebrated. 

‘Lorsque des préjugés dangereux,’ says Sismondi,t ‘ne sont point 
accredités, lorsqu’une motale contraire 4 nos viais devoirs enveis les 
auties et surtout envers les créaturcs qui nous doivent la vie, n’est point 
enseignée au nom de l’autorité la plus sacrée, aucun homme sage ne se 
marie avant de se tréuver dans une condition qur lui donne un moyen 
assuré de vivre; aucun pére de famille n’a plus d’enfans qu'l n’en peut con- 
venablement’ élevef, Ce dernier compte & bon dioit que ses enfans 
devront se contenter du sort dans lequel il a vécu; aussi doit-l désirer 
que la génération naissante représente exactement cclle qui s’en va; 
qu'un fils et une fille ar:ivés & Pdge nubile remplacent son pére et sa mére ; 


* Little improvement can be expected in morality until the producing large 
families is regarded with the same feelings as overfondness for wine, or any other 
physical excess. But while the aristocracy and clergy are foremost to set the exe 
ample of incontinence, what can be expected from the po8r? 

Nouveaux Princtpes, liv. vir. ch. 5. 
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que les enfans de ses enfans le remplacent a son tour avé¢ sa femme; que 
sa fille trouve dans une autre maison, précis¢ment le sort qu'il donnera & 
la fille dune autre maison dans Ja sienne, et que le revenu qui suffisait 
aux pres suffise aux enfans.’ In a country incieasing in wealth, some- 
thing more than this would be allowable, but that is a question of detail, 
not of principle ‘Une fois que cette famille est formée, la justice ct 
Yhumanité exigent qu'il s’impose la méme contrainte 4 laquelle se 
soumettent les célibataires Lorsqu’on voit combien est petit, en tout 
pays, le nombre des enfans naturels, on doit reconnaitie que cette 
contrainte est sufisamment efficace. Dans un pays ot la population ne 
peut pas s’accroitre, ou du moins dans Jequel son progrés doit étre si lent 
qwil soit & peine perceptible, quand 11 n’y a point de places nouvelles pour 
de nouveaux établissemens, un ptre qui a huit enfans doit compter, ou que 
six de ses enfans mourront en bas age, ou que trois de ses contemporains et 
trois de ses contemporaines, et dans la génération suivante, trois de ses 
fils et trois de ses filles ne se matieront pas 4 cause de lui.’ 

§ 2, Those who think it hopeless that the Jabouring classes should be 
induced to practise a sufficient degree of prudence in regard to the 
increase of their families, because they have hitherto stopped short of that 
point, show an mability to estimate the ordinary principles of human 
action Nothing more would probably be necessary to secure that result, 
than an opinion generally diffused that 1t was desirable. As a moral 
principle, such an opinion has never yet existed in any country: it is 
curious that it does not so exist in countries in which from the spon- 
tancous operation of individual forethought, population is, comparatively 
speaking, efficiently repressed. What 1s practised as prudence, is still 
not recoynised as duty, the talkers and wiiters are mostly on the other 
side, even in France, where a sentimental horror of Malthus is almost as 
rife as in this country. Many causes may be assigned, besides the 
modein date of the doctiine, for its not having yet gained possession of 
the general mind. Its truth has, in some respects, been its detriment. 
One may be peimuitted to doubt whether, except among the poor them- 
selves (for whose prejudices on this subject there 1s no difficulty in 
accounting’, there has ever yet been, in any class of society, a sincere and 
earnest desire that wages should be high. There has been plenty of 
desire to keep down the poor rate; but, that done, people have been 
very willing that the working classes should be ill off. Nearly all who 
are not labourers themselves, are employers of labour, and are not sorry 
to get the commodity cheap. It 1s a fact, that even Boards of Guardians, 
who are supposed to be official apostles of anti-population doctrines, will 
seldom hear patiently of anything which they are pleased to designate as 
Malthusianism. Boards of Guardians principally consist of farmers, and 
farmers, it 1s well known, in general dishke even allotments, as making 
the labourers ‘too independent’ From the gentry, who are in less 
immediate contact and collision of interest with the labourers, better 
things might be expected, and the gentry of England are usually charitable. 
But charitable people have human infirmities, and would, very often, be 
secretly not a little dissatisfied 1f no one needed their charity : it 1s from 
them one oftenest hears the base doctrine, that God has decreed there 
shall always be poor. When one adds to this, that nearly every person 
who has had in him any active spring of exertion for a social object, has 
had some favourite reform to effect which he thought the admission of 
this great principle would throw into the shade; has had corn laws to 
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repeal, or taxation to reduce, or small notes to issue, or the chaiter to 
carry, or the church and the aristociacy to pull down, and lool ed upon 
every one as an enemy who thought anything important eacept his objcct ; 
it is scarcely wonderful that since the population doctiine was fist promul- 
gated, nine-tenths of the talk has always been against it, and the 1emain- 
ing tenth only audible at imteivals ; and that it has not yet peactiated far 
among these who might be expected to be the least willing 1ccipients of 
it, the labourers themselves. 

But let us try to imagine what would happen if the idea became general 
among the labouring class, that the competition of too gieat numbers was 
the principal cause of their poverty ; so that every labourer looked (with 
Sismond1) upon every other who had more than the number of children 
which the circumstances of society allowed to each, as doing him a wrong 
—as filling up the place which he was entitled to share- as helping to pie- 
vent him from having the number of childien who would not be a burthen 
but an advantage to him. Any one who supposes that this state of 
opinion would not have a gieat effect on conduct, must be piofoundly 
ignorant of human nature ; can never have considered how laige a portion 
of the motives which induce the generality of men to take care even of 
their own interest, 1s derived from regaid for opinion—from the e,pecta- 
tion of being disliked or despised for not doing it. We arc often told 
that the most thorough perception of the dependence of wages on popula- 
tion will not imfluence the conduct of a labouring man, because it 1s not 
the children he himself can have that will produce any effect in gencrally 
depressing the labour market. Tine: and it 1s also true, that one 
soldiers running away will not lose the battle ; accordingly it 1s not that 
consideration which keeps each soldier in his 1ank. it 1s the disgrace 
which naturally and inevitably attends on conduct by any one 1n iividual, 
which if pursued by a majority, everybody can see would be fatal. Men 
are seldom found to brave the general opinion of their class, unless sup- 
ported either by some piinciple higher than regaid for opmion, or by 
some strong body of opinion elsewhere. 

It must be boine in mind also, that the opinion here in question, as 
soon as it attained any prevalence, would have powerful ausihaties in the 
great majoity of women. It is never by the choice of the wife thit 
families are too numerous ; on her devolves (along with all the physical 
suffering and at least a full share of the privations) the whole of the in- 
tolerable domestic drudgery resulting from the excess To be relicved 
fiom it would be hailed as a blessing by multitudes of women who now 
never venture to urge sucha claim, but who would urge it, if supported 
by the moral feclings of the community. Among the bat barisms which 
Jaw and morals have not yet ceased to sanction, the most disgusting 
suely is, that any huanan being should be pe:mitted to consider himself 
as having a rzhé to the person of another. 

If the opinion were once generally established among the labouring 
class, that their welfare required a due regulation of the numbers of 
families, the respectable and well-conducted of the body would conform 
to the prescription, and only those would exempt themselves from it, who 
were in the habit of making hight of social obligations generally ; and it 
is then that a justification would exist for converting the moral obligation 
against bringing children into the world who are a burthen to the com- 
munity, into a legal one; just as in many other caecs of the progiess of 
opinion, the law ends by enforcing against recalcitrant munoritics, 
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obi:zations which to be useful must be general, and which, from a sense 
of their utility, a large majonty have voluntarily consented to take upon 
themselves. Whether a legal sanction would be ultimately required, or 
moral sanctions, and the indirect influence of law and policy, would 
suffice—and if legal measures were necessary, of what nature it would be 
advantageous that they should be, it would be premature, in the present 
state of the question, to discuss. 

The prospects, then, of the existing system of society depend upon 
this; What chance 1s there that opmions and feelings, grounded on the 
law of the dependence of wages on population, will arise among the 
labouring classes? and by what means can such opinions and feelings be 
called forth? Before considering the grounds of hope on this subject, a 
hope which many persons, no doubt, will be 1eady, without consideration, 
to pronounce chimerical, I will remark, that on the possibility of making 
a satisfactory answer to these two questions, depends the acquittal or the 
condemnation of the industrial system prevailing in this country, and re- 
garded by many waiters as the we p/us ultra of civilization—the peima- 
nent dependence of the whole labouring class of the community on the 
wages of hired labour. The question we aie considering is, whether, of 
this state of things, over-population and a degiaded condition of the 
labouring class are the mevitable consequence. If a prudent regula- 
tion of population were not reconcilable with the system of hued 
labour, the conclusion would be that the system is a nuisance, and that 
the giand object of economical statesmanship should be (by whatever 
arrangements of property, and alterations in the modes of applying 
industiy), to bring the labouring people under the influence of stronger 
and more obvious inducements to this kind of piudence, than the relation 
of workmen and employers could afford. 

There 1s, however, no such incompatibility. The causes of poverty 
are not so obvious at first sight to a population of hired labourers, as to 
one of proprietors, but they are in no way mystetious. The dependence 
of wages on the number of the competitors for employment, 1s so far 
from hard of comprehension, or unintelligible to the labouring classcs, 
that by great bodies of them it is already 1ecognised and habitually acted 
on. It 1s familar to all Trades Unions: every successful combination to 
keep up wages, owes its success to contrivances for restricting the number 
of the competitors ; all skilled trades are anxious to keep down their own 
numbers, and many impose, or endeavour to impose, as a condition upon 
employers, that they shall not take more than a piesciibed number of 
apprentices. There is, of course, a great difference between limiting their 
numbers by excluding other people, and doing the same thing by a 
restraint imposed on themselves ; but the one as muchas the other shows 
a clear perception of the relation between their r-umbers and their re- 
muneration. The principle is understood in its application to any one 
employment, but not to the general mass of employmcnt. For this there 
are several reasons: first, the operation of causes is more easily and 
distinctly seen in the more circumscribed field * secondly, skilled artizans 
are a more intelligent class than ordinary manual labourers; and the 
habit of concert, and of passing in review their general condition as a 
trade, keeps up a better understanding of their collective interests : thudly 
and lastly, they are the most provident, because they are the best off, and 
have the most to prrserve. What, however, is clearly perceived and 
admitted in particular instances, it cannot be hopcless to see understood 
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and acknowledged as a general truth. Its recognition, at least in theory, 
seems a thing which must necessarily and immediately come to pass, 
when the minds of the labouring classes become capable of taking any 
rational view of their own aggregate condition. Of this the majority of 
them have until now been incapable, either from the uncultivated state of 
their intelligence, or from poverty, which leaving them neither the fear of 
worse, nor the smallest hope of better, makes them careless of the con- 
sequences of their actions, and without thought for the future. 

§ 3. For the purpose therefore of altering the habits of the labouring 
people, there is need of a twofold action, directed simultaneously upon 
their intelligence and their poverty. An effective national education of 
the children of the labouring class, is the first thing needful : and, coinci- 
dently with this, a system of measures which shall (as the Revolution did 
in France) extinguish extreme poverty for one whole generation. 

This is not the place for discussing, even in the most general manner, 
either the principles or the machinery of national education. Of the little 
which is fit to be said on such a subject in a treatise like the present, the 
smallest portion only can be alluded to in this part of it. But it is to be 
hoped that opinion on the subject is advancing, and that an education of 
mere words would not now satisfy us, slow as our progress 1s towards 
giving anything better even to those for whom we profess to do our very 
best. Without entering into disputable points, 1t may be asserted without 
scruple, that the aim of all :ntellectual training for the mass of the people, 
should be to cultivate common sensé; to qualify them for forming a 
sound practical judgment of the circumstances by which they are sur- 
rounded. Whatever, in the intellectual department, can be supcradded 
to this, is chiefly ornamental ; while this is the indispensable groundwork 
on which education must rest. Let this object be acknowledged and 
kept in view as the thing to be first aimed at, and there will be little 
difficulty in deciding either what to teach, or in what manner to teach it. 

An education directed to diffuse good sense among the people, with 
such knowledge as would qualify them to judge of the tendencies of their 
actions, would be certain, even without any direct inculcation, to raise up 
a public opinion by which intemperance and improvidence of every kind 
would be held discreditable, and the improvidence which overstocks the 
labour market would be severely condemned, as an offence against the 
common weal But though the sufficiency of such a state of opinion, sup- 
posing it formed, to keep the increase of population within proper limits, 
cannot, I think, be doubted; yet, for the formation of the opinion, it 
would not do to trust to education alone. Education is not compatible 
with extreme poverty. It is impossible effectually to teach an indigent 
population. And it is difficult to make those feel the value of comfott 
who have never enjoyed it, or those appreciate the wretchedness of a pie- 
canous subsistence, who have been made reckless, by always living from 
hand to mouth. Ifidividuals often struggle upwards into a condition cf 
ease ; but the utmost that can be expected fiom a whole people 1s to 
maintain themselves in it; and improvement in the habits and require- 
ments of the macs of unskilled day labourers will be difficult and tardy, 
unless means can be contrived of raising the entire body to a state 
of tolerable comfort, and maintaining them in it until a new generation 
grows up. ; 

Towards effecting this object there are two resougces available, without 
wrong to any one, without any of the liabilities of mischief attendant on 
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voluntary or legal charity, and not only without weakening, but on the 
contrary strengthening, every incentive to industry, and every motive to 
forethought. 

§ 4. The first is, a great national measure of colonization. I mean, a 
grant of public money, sufficient to remove at once, and establish in the 
colonies, a considerable fraction of the youthful agricultural population. 
By giving the preference, as Mr. Wakefield proposes, to young couples, 
or when these cannot be obtained, to families with children neaily grown 
up, the expenditure would be made to go the farthest possible towards 
accomplishing the end, while the colonics would be supplied with the 
greatest amount of what 1s there in deficiency, and here in superfluity, 
present and prospective labour. It has been shown by others, and the 
grounds of the opinion will be exhibited in a subsequent part of the 
present work, that colonization on an adequate scale might be so con- 
ducted as to cost the country nothing, or nothing that would not be 
certainly repaid ; and that the funds required, even by way of advance, 
would not be drawn from the capital employed in maintaming labour, but 
from that surplus which cannot find employment at such profit as con- 
stitutes an adequate remunetation for the abstinence of the possessor, and 
which is therefore sent abroad for investment, or wasted at home in 
1eckless speculations That portion of the income of the countiy which 
is habitually ineffective for any purpose of benefit to the Jabouiing class, 
would bear any diaught which it could be necessary to make on 1t for the 
amount of emigration which 1s hefe in view. 

To the case of Ireland, in her present crisis of transition, colonization, 
as the exclusive remedy, 1s, I conceive, unsuitable. The Irish are nearly 
the worst adapted people in Europe for settlers in the wilderness : nor 
should the founders of nations destined perhaps to be the most powerful 
in the woild, be drawn principally from the least civilized and Jeast im- 
proved inhabitants of old countries. It is most fortunate therefore that 
the unoccupied lands of Ireland herself afford a resource so nearly 
adequate to the emergency, as 1educes emigration to a rank merely sub- 
sidiary. In England and Scotland, with a population much less excessive, 
and better adapted to a settlers hfe, colonization must be the chiet 
resource for easing the labour market. and improving the condition of the 
existing generation of labourers so materially as to raise the permanent 
standard of habits in the generation followmg. But England too has 
waste lands, though less extensive than those of Ireland : and the second 
resource would be, to devote all common land, hereafter brought into 
cultivation, to raising up a class of small proprietors. It has long enough 
been the practice to take these lands from public use, for the mere 
purpose of adding to the domains of the 1ich. It 1s time that what is left 
of them should be retained as an estate sacred to the benefit of the poor. 
The machinery for administering it already exists, having been created 
by the General Inclosure Act. What I would propose (though, I confess, 
with small hope of its being soon adopted) 1s, that 1n all future cases in 
which common land 1s permitted to be inclosed, such portion should first 
be sold or assigned as 1s sufficient to compensate the owneis of manorial 
or common tights, and that the remainder should be divided into sections 
of five acres or thereabouts, to be conferred in absolute property on 
families of the labouring class who would reclaim and bring them into 
cultivation by their dwn labour. The preference should be given to such 
families, and there are many of them, as had saved enough to maintain 
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them until their first crop was got in, or whose character was such as to 
induce some responsible person to advance them the requisite amount on 
their personal security. The tools, the manure, and in some cases the 
subsistence also, might be supplied by the parish, or by the state , interest 
for the advance, at the rate yielded by the public funds, being laid on as 
a perpctual quit-rent, with power to the peasant to redcem it at any time 
fora moderate number of yeais’ purchase. ‘These little landed estates 
might, if it were thought necessary, be made indivisible by law ; though, 
if the plan worked in the manner designed, I should not apprehend any 
obyectionable degiee of subdivision. In case of intestacy, and in default 
of amicable arrangement among the heirs, they might be bought by 
government at their value, and regranted to some other labouring family 
which could give security for the price. The desire to possess one of 
these small properties would probably become, as on the Continent, an 
inducement to prudence and economy pervading the whole labouiing 
population ; and that great desideratum among a people of hired labourers 
would be provided, an inteimediate class between them and their em- 
ployers ; affording them the double advantage, of an obyect for their 
hopes, and, as there would be good reason to anticipate, an example for 
their imitation. 

It would, however, be of little avail that either or both of these measures 
of relicf should be adopted, unless on such a scale, as would enable the 
whole body of hired labourers remaining on the soil to obtain not metely 
employment, but a large addition to the present wages—such an addition 
as would enable them to live and bring up their children in a degree of 
comfort and independence to which they have hitherto been strangets. 
When the object is to raise the permanent condition of a people, small 
means do not merely produce small effects, they produce no effect at all. 
Unless comfort can be made as habitual to a whole gencration as 
indigence 1s now, nothing 1s accomplished, and feeble half-measures do 
but fritter away resources, far better reserved until the improvement of 
public opinion and of education shall raise up politicians who will not 
think that merely because a scheme promises much, the part of states- 
manship is to have nothing to do with it. 


CHAPTER XIV. 
OF THE DIFFERENCES OF WAGES IN DIFFERENT EMPLOYMENTS. 


§ 1. IN treating of wages, we have hitherto confined ourselves to the 
causes which operate en them generally, and e# masse, the laws which 
govern the remunerction of ordinary or average labour ; without reference 
to the existence of different kinds of work which are habitually paid at 
different rates, depending in some degrce on different laws. We wili 
now take into consideration these differences, and examine in what 
manner they affect or are affected by the conclusions alrea: y established. 

A well known and very popular chapter of Adam Smuith* contaims the 
best expositien yet given of this portion of the subject. I cannot indeed 
think his treatment so complete and eahaustive as it has sometimes been 
considered ; but as far as it goes, his analysis is on ghe whole successful. 


* Wealth of Natzons, book i, ch. to. 
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The differences, he says, arise partly from the policy of Europe, which 
nowhere leaves things at perfect liberty, and partly ‘from certain circum- 
stances in the employments themselves, which either really, or at least in 
the imaginations of men, make up for a small pecumiary gain in some, 
and counterbalance a great one in others.” These circumstances he 
considers to be: ‘First, the agreeableness or disagreeableness of the 
employments themselves : secondly, the easiness and cheapness, or the 
difficulty and expense of learning them ; thirdly, the constancy or in- 
constancy of employment in them; fourthly, the small or great trust 
which must be reposed in those who exercise them; and fifthly, the 
probability or improbability of success in them,’ 

Several of these points he has very copiously illustrated : though his 
examples are sometimes drawn from a state of facts now no longer 
existing. ‘The wages of labour vary with the ease or hardship, the 
cleanliness or dirtiness, the honourableness or dishonourableness of the 
employment. Thus, in most places, take the year round, a journeyman 
tailor earns less than a journeyman weaver. His work is much easier,’ 
Things have much altered, as to a weavers remuncraticn, since Adam 
Smith’s time ; and the artisan whose work was more difficult than that of 
a tailor, can never, I think, have becn the conmon weaver. ‘A jouiney- 
man weaver earns less than ajourneyman smith. His work is not always 
easier, but it is much cleanher.” A more probable explanation is, that it 
requires less bodily strength. °A journeyman blacksmith, though an 
artificer, seldom earns so much inf twelve hours as a collier, who is only a 
labourer, does in eight. His work is not quite so dirty, is less dangerous, 
and is carried on in daylight, and above ground. Honour makes a great 
part of the reward of all honourable professions. In point of pecuniary 
gain, all things considered,’ their recompense is, in his opinion, below the 
average. ‘ Disgrace has the contrary effect. The trade of a butcher isa 
brutal and an odious business ; but it is in most places more profitable 
than the greater part of common trades. The most detestable of all 
employments, that of public executioner, is, in proportion to the quantity 
of work done, better paid than any common trade whatever.’ 

One of the causes which make hand-loom weavers cling to their 
occupation in spite of the scanty remuneration which it now yields, is 
said to be a peculiar attractiveness, arising from the freedom of action 
which it allows to the workman. ‘He can play or idle,’ says a recent 
authority,* ‘as feeling or inclination lead him ; rise early or late, apply 
himself assiduously or carelessly, as he pleases, and work up at any time, 
by increased exertion, hours previously sacrificed to indulgence or 
recreation. There is scarcely another condition of any portion of our 
working population thus free from external control. The factory operative 
is not only mulcted his wages for absence, but, if uf frequent occurrence, 
discharged altogether from his employment. The bricklayer, the car- 

enter, the painter, the joiner, the stoneinason, the outdoor labourer, 
have each their appointed daily hours of labour, a disregard of which 
would lead to the same result.’ Accordingly, ‘the weaver will stand by 
his loom while it will enable him to exist, however miserably ; and many, 
induced temporarily to quit it, have returned to it again, when work was 
to be had.’ 

There is no difficulty in understanding the operative principle in all 


* Mr. Muggeridge’s Report to the Handloom Weavers’ Inquiry Commission. 
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these cases. If, with complete freedom of competition, labour of different 
degrees of desirableness were paid alike, competitors would crowd into 
the more attractive employments, and desert the less eligible, thus lowering 
wages in the first, and raising them in the second, until there would be 
such a difference of reward as to balance in common estimation the 
difference of eligibility. Under the unobstructed influence of competition, 
wages tend to adjust themselves in such a manner, that the situation and 
prospects of the labourers in all employments shall be, in the general 
estimation, as nearly as possible ona par. _ ae 

‘Employment is much more constant,’ continues Adam Smith, ‘in some 
trades than in others. In the greater part of manufactures, a jouincy- 
man may be pretty sure of employment almost every day in the year that 
he is able to work’ (the interruptions of business arising from over- 
stocked markets, or from a suspension of demand, or from a commercial 
crisis, must be excepted). ‘A mason or bricklayer, on the contrary, can 
work neither in hard frost nor in foul weather, and his employment at all 
other trmes depends upon the occasional calls of his customers. He 1s 
liable, in consequence, to be frequently without any. What he earns, 
therefore, while he is employed, must not only maintain him while he 1s 
idle, but make him some compensation for those anxious and desponding 
moments which the thought of so precarious a situation must sometimes 
occasion. When the computed earnings of the greater part of manufac- 
turers, accordingly, are nearly upon a level with the day wages of common 
labourers, those of masons and brickfayers are generally from one-half 
more to double those wages. No species of skilled labour, however, 
seems more easy to learn than that of masons and bricklayers. The high 
wages of those workmen, therefore, are not so much the recompense of 
their skill, as the compensation for the inconstancy of their employ- 
ment. 

“When the inconstancy of the employment is combined with the hard- 
ship, disagrecableness, and dirtiness of the work, 1t sometimes raises the 
wages of the most common labour above those of the most skilful 
artificers. A collier working by the piece is supposed at Newcastle to 
earn commonly about double, and in many parts of Scotland about three 
times, the wages of common labour. His high wages anise altogether 
from the hardship, disagreeableness, and dirtiness of his work. His 
employment may, upon most occasions, be as constant as he pleases. 
The coal-heavers in London exercise a trade which in hardship, dirtiness, 
and disagreeablencss, almost equals that of colliers; and from the un- 
avoidable irregularity in the arrivals of coalships, the employment of the 
greater part of them is necessarily very inconstant. If colliers, therefore, 
commonly earn double and triple the wages of common labour, it ought 
not to seem unreasonable that coal-heavers should*sometimes earn four 
or five times those wages. In the inquiry made into their condition a few 
years ago, it was found that at the rate at which they were then paid, 
they could earn about four times the wages of common labour in London. 
How extravagant soever these earnings may appear, if they were more 
than sufficient to compensate all the disagreeable circumstances of the 
business, there would soon be so great a number of competitors as, in a 
trade which has no exclusive privilege, would quickly reduce them to a 
lower rate.’ 

One of the points best illustrated by Adam SfMith, is the influence 
exercised on the remuneration of an employment by the uncertainty of 
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success in it. If the chances are great of total failure, the reward in case 
of success must be sufficient to make up, in the general estimation, for 
those adverse chances. But, owing to another principle of human nature, 
if the reward comes in the shape of a few great prizes, it usually attracts 
competitors in such numbers, that the average remuneration may be re- 
duced not only to zero, but even to a negative quantity. The success of 
lotteries proves that this 1s possible since the aggregate body of adven- 
turers in lotteries necessarily lose, otherwise the undertakers could not 
gain The case of certain professions is considered by Adam Smith to be 
similar. ‘The probability that any particular person shall ever be 
qualified for the employment to which he 1s educated, 1s very different in 
different occupations. In the greater part of mechanic trades, success is 
almost certain, but very uncertain in the hberal professions. Put your son 
apprentice to a shoemaker, theie 1s little doubt of his learning to make a 
pair of shoes : but send him to study the law, it 1s at least twenty to one 
if ever he makes such proficiency as will enable him to live by the 
business’ In a perfectly fair lottery, those who draw the prizes ought to 
gain all that 1s lost by those who draw the blanks. Ina profession where 
twenty fail for one that succeeds, that one ought to gain all that should 
have been gained by the unsuccessfultwenty. ‘The counsellor-at-law, who, 
perhaps, at near forty years of age, begins to make something by his 
profession, ought to receive the retzibution, not only of his own so tedious 
and expensive education, but of that of more than twenty others who are 
never likely to make anything by it How extravagant soever the fecs of 
counsellors at law may sometimes appear, their 1¢al retribution 15 never 
equal to this, Compute in any particular place what 1s hkely to be 
annually gained, and what 1s hkely to be annually spent, by all the 
different wo1kmen in any common trade, such as that of shoemakers or 
weavers, and you will find that the former sum will generally exceed the 
latter but make the same computation with reyard to all the counsellors 
and students of law, in all the different inns of comt, and you will find 
that their annual gains bear but a small proportion to their annual 
expense, even though you rate the former as high, and the latter as low, 
as can well be done.’ 

Whether this 1s true in our own day, when the gains of the few are in- 
comparably greater than in the time of Adam Smith, but also the unsuc- 
cessful aspirants much more numerous, those who have the appropriate 
information must decide. It does not, however, seem to be sufficiently 
considered by Adam Smith, that the prizes which he speaks of, compiise 
not the fees of counsel only, but the places of emclument and honour to 
which their profession gives access, together with the coveted distinction 
of a conspicuous position in the public eye ra 

Even where there are no great prizes, the mere love of excitement is 
sometimes enough to cause an adventurous employment to be over- 
stocked. This is apparent ‘in the readiness of the common people to 
enlist as soldiers, or to go to sea... . The dangers and hair-breadth 
escapes of a life of adventurcs, instead of disheartening young people, 
secm frequently to recommend a trade to them. A tender mother, among 
the inferior ranks of people, 1s often afraid to send her son to school at a 
sea-port town, lest the sight of the ships and the conversation and adven- 
tures of the sailors shpuld entice him to go to sea. The distant prospect 
of hazards, from which we can hope to extricate ourselves by courage and 
address, is not disagreeable to us, and does not raise the wages of labour 
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in any employment. It is otherwise with those in which courage and 
address can be of no avail. In trades which are known to be very 
unwholesome, the wages of labour are always remarkably high. Un- 
wholesomeness is a species of disagreeableness, and its effects upon the 
wages of labour are to be ranked under that general head.’ 

§ 2. All these are cases in which inequality of remuneration is neces- 
sary to produce equality of attractiveness, and are examples of the 
equalizing effect of free competition. The following are cases of real 
inequality, and arise from a different principle. ‘The wages of labour 
vary according to the small or great trust which must be reposed in the 
workmen. ‘The wages of goldsmiths and jewellers are everywhere 
superior to those of many other workmen, not only of equal, but of much 
superior ingenuity ; on account of the precious materials with which they 
are intrusted. We trust our health to the physician, our fortune and 
sometimes our life and reputation to the lawyer and attorney. Such 
confidence could not safely be reposed in people of a very mean or low 
condition. Their reward must be such, therefore, as may give them that 
rank in society which so important a trust requires.’ 

The superiority of reward is not here the consequence of competition, 
but of its absence : not a compensation for disadvantages inherent in the 
employment, but an extra advantage; a kind of monopoly price, the 
effect not of a legal, but of what has been termed a natural monopoly. If 
all labourers were trustworthy, 1t would not be necessary to give extra 
pay to working goldsmiths on accouné of the trust. The deyice of in- 
tegrity required being supposed to be uncommon, those who can make it 
appear that they possess it are able to take advantage of the peculiarity, 
and obtain higher pay in proportion to its rarity. This opens a class of 
considerations which Adam Smith, and most other political economists, 
have taken into far too little account, and from inattention to which, he 
has given a most imperfect exposition of the wide difference between the 
remuneration of common labour and that of skilled employments. 

Some employments require a much longer time to learn, and a much 
more expensive course of instruction than others; and to this extent 
there 1s, as explained by Adam Smith, an inherent reason for their being 
more highly remunerated. If an artisan must work several years at 
Jearning his trade before he can earn anything, and several years more 
before becoming sufficiently skilful for its finer operations, he must have 
a prospect of at last earning enough to pay the wages of all tlis past 
labour, with compensation for the delay of payment, and an indemnity 
for the expenses of his education. Hus wages, consequently, must yield, 
over and above the ordinary amount, an annuity sufficient to repay these 
sums, with the common rate of profit, within the number of years he can 
expect to live and be in working condition. This, which 1s necessary to 
place the skilled employments, all circumstances taken together, on the 
same level of advantage with the unskilled, 1s the smallest difference 
which can exist for any length of time between the two remunerations, 
since otherwise no one would learn the skilled employments And this 
amount of difference 1s all which Adam Smith’s principles account for. 
When the disparity 1s greater, he seems to think that it must be explained 
by apprentice laws, and the rules of corporations which restrict admission 
into many of the skilled employments. But, independently of these or 
any other artificial monopolies, there is a natural qonopoly in favour of 
skilled labourers against the unskilled, which makes the difference of 
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reward exceed, sometimes in a manifold proportion, what is sufficient 
merely to equalize their advantages. If unskilled labourers had it in 
their power to compete with skilled, by merely taking the trouble of 
learning the trade, the difference of wages could not exceed what would 
compensate them for that trouble, at the ordinary rate at which labour is 
remunerated. But the fact that a course of instruction is required, of 
even a low degrce of costliness, or that the labourer must be maintained 
for a considcrable time from other sources, suffices everywhere to exclude 
the great body of the labouring people from the possibility of any such 
competition. Until lately, all employments which required even the 
humble education of reading and writing, could be recruited only from a 
select class, the majority having no opportunity of acquiring those attain- 
ments. All such employments, accordingly, were immensely overpaid, as 
measured by the oidinary remuneration of labour. Since reading and 
writing have been brought within the reach of the multitude, the mono- 
poly price of the lower grade of educated employments has greatly fallen, 
the competition for them having increased in an almost incredible degree. 
There is still, however, a much greater disparity than can be accounted 
for on the principle of competition. A clerk from whom nothing 1s 
required but the mechanical labour of copying, gains more than an equi- 
valent for his mere exertion if he receives the wages of a bricklayer’s 
labourer. His work is not a tenth part as hard, it is quite as easy to 
learn, and his condition 1s less precarious, a clerk’s place being generally 
a place for life. The higher rate of his remuneration, therefore, must be 
partly ascribed to monopoly, the small degree of education required being 
not even yet so generally diffused as to call forth the natural number of 
competitors ; and partly to the remaining influence of an ancient custom, 
which requires that clerks should maintain the dress and appearance of a 
more highly paid class. In some manual employments, requiring a 
nicety of hand which can only be acquired by long practice, it is difficult 
to obtain at any cost workmen in sufficient numbers, who are capable of 
the most delicate kind of work; and the wages paid to them are only 
limited by the price which purchasers are willing to give for the com- 
modity they produce. This is the case with some working watchmakers, 
and with the makers of some astronomical and optical instruments. If 
workmen competent to such employments were ten times as numerous 
as they are, there would be purchasers for all which they could make, not 
indeed at the present prices, but at those lower prices which would be the 
natural consequence of lower wages. Similar considerations apply in a 
still greater degree to employments which it is attempted to confine to 
persons of a certain social rank, such as what are called the hberal pro- 
fessions ; into which a person of what 1s considered too low a class of 
society is not easily admitted, and, if admitted, does ot easily succeed. 
So complete, indeed, has hitherto been the separation, so strongly 
marked the line of demarcation, between the different grades of labourers, 
as to be almost equivalent to an hereditary distinction of caste; each 
employment being chiefly recruited from the childien of those already 
employed in it, or in employments of the same rank with it in social 
estimation, or from the children of persons who, if orginally of a lower 
rank, have succeeded in raising themselves by their exertions. The 
liberal professions are mostly supplied by the sons of either the pro- 
fessional or the idle qlasses: the more highly skilled manual employ- 
ments are filled up from the sons of skilled artisans, or of the class of 
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tradesmen who rank with them : the lower classes of skilled employments 
are in a similar case; and unskilled labourers, with occasional excep- 
tions, remain from father to son 1n their pristine condition. Consequently 
the wages of each class have hitherto been regulated by the increase of 
its own population, rather than of the general population of the country. 
If the professions are overstocked, it 1s because the class of society from 
which they have always mainly been supplied has greatly increased in 
number, and because most of that class have numerous families, and 
bring up some at least of their sons to professions. If the wages of 
artisans remain so much higher than those of common labourcts, it 1s 
because artisans are a more prudent class, and do not marry so early or so 
inconsiderately. The changes, however, now so rapidly taking place in 
usages and ideas, are undermining all these distinctions; the habits or 
disabilities which chained people to their hereditary condition are fast 
wearing away, and every class is exposed to increased and incieasing 
competition from at least the class immediately below it. The gencral 
relaxation of conventional barriers, and the increased facilities of educa- 
tion which already are, and will be in a much greater degree, brought 
within the reach of all, tend to produce, among many excellent effects, 
one which is the reverse ; they tend to bring down the wages of skilled 
labour. The inequality of remuneration between the skilled and the 
unskilled 1s, without doubt, much greater than 1s justifiable, but it is 
desirable that this should be remedied by raising the unskilled, not by 
lowering the skilled. If, however, the other changes taking place in 
society are not accompanied by a strengthening of the checks to popula- 
tion on the part of labouwers generally, there will be a tendency to bring 
the lower grades of skilled labourers under the influence of a rate of 
increasg regulated by a lower standard of living than their own, and thus 
to detepiorate their condition, without raising that of the general mass ; 
the stimulus given to the multiplication of the lowest class being sufficient 
to fill up without difficulty the additional space gained by them from those 
immediately above. 

§ 3. A modifying circumstance still remains to be noticed, which 
interferes to some extent with the operation of the principles thus far 
brought to view. While it is true, as a general rule, that the earnings of 
skilled labour, and especially of any labour which requircs school 
education, are at a monopoly rate, from the impossibility, to the mass of 
the people, of obtaining that education ; it is also true that the policy of 
nations has almost everywhere done much to counteract the effect of this 
limitation of competition, by offering eleemosynary instruction to a much 
larger class of persons than could have obtained the same advantages by 
paying their price. Adam Smith has pointed out the operation of this 
cause in keeping down the remuneration of scholarly or bookish occupa- 
tions generally, and in particular of clergymen, literary men, and school- 
masters or other teachers of youth. I cannot better set forth this part of- 
the subyect than in his words. 

‘It has béen considered as of so much importance that a proper number 
of young people should be educated for certain professions, that sometimes 
the public, and sometimes the piety of private founders, have established 
many pensions, scholarships, exhibitions, bursaries, etc , for this purpose, 
which draw many more people into those trades than could otherwise 
pretend to follow them. In all Christian countnss, I believe, the educa- 
tion of the greater part of churchmen is paid for in this manner. Very 
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few of themi ate éducated altogether at their owt expense. The long, 
tedious, and expensive education, therefore, of those who are, will not 
always procure them a suitable reward, the church being crowded with 
people who, in order to get employment, are willing to accept of a much 
smaller recompense than what such an education would otherwise have 
entitled them to ; and in this manner the competition of the poor takes 
away the reward of the rich. It would be indecent, no doubt, to compare 
either a curate or a chaplain with a journeyman in any common trade. 
The pay of a curate or chaplain, however, may very properly be con- 
sidered as of the same nature with the wages of a journeyman. They 
are, all three, paid for their work according to the contract which they 
may happen to make with their respective superiors. ‘Till after the 
middle of the fourteenth century, five marks, containing as much silver as 
ten pounds of our present money, was in England the usual pay of a 
curate or a stipendiary parish priest, as we find it regulated by the 
decrees of several different national councils. At the same _ period 
fourpence a day, containing the same quantity of silver as a shilling of 
our present money, was declared to be the pay of a master-mason, and 
threepence a day, equal to ninepence of our present money, that of a 
journeyman mason.* The wages of both these labourers, theiefore, 
supposing them to have been constantly employed, were much superior 
to those of the curate. The wages of the master-mason, supposing him 
tohave been without employment one-third of the year, would have fully 
equalled them. By the 12th of Qween Anne, c. 12, it is declared, “‘ That 
whereas for want of sufficient maintenance and encouragement to curates, 
the cues have in several places been meanly supplied the bishop is 
therefore empowered to appoint by writing under his hand and seal 
a sufficient certain stipend or allowance not exceeding fifty, and not less 
than twenty pounds a year.” Forty pounds a year is reckoned at present 
very good pay for a curate, and notwithstanding this act of parliament, 
there are many curacies under twenty pounds a year. Thus last sum does 
not eaceed what is frequently earned by common labourers in many 
country parishes. Whenever the law has attempted to regulate the wages 
of workmen, 1t has always been rather to lower them than to raise them. 
But the law has upon many occasions attempted to raise the wages of 
curates, and for the dignity of the Church, to oblige the rectors of parishes 
to give them more than the wretched maintenance which they themselves 
might be willing to accept of. And in both cases the law seems to have 
been equally ineffectual, and has never been either able to raise the wages 
of culates or to sink those of labourers to the degree that was intended, 
because it has never been able to hinder either the one from being willing 
to accept of Jess than the legal allowance, on account of the indigence of 
their situation and the, multitude of their competitors ; or the other from 
receiving more, on account of the contrary competition of those who 
expected to derive either profit or pleasure from employing them’ 

‘In professions m which there are no benefices, such as law (?) and 
physic, if an equal proportion of people were educated at the public 
expense, the competition would soon be so great as to sink very much 
their pecuniary reward. It might then not be worth any man’s while to 
educate his son to either of those professions at his own expense. They 
would be entirely abandoned to such as had been educated by those 


e 
* ‘See the Statute of Labourers, 25 Edw, III.’ 
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public charities ; whose numbers and necessities would oblige them in 
general to content themselves with a very miserable recompense. 

‘That unprosperous race of men, commonly called men of letters, are 
pretty much in the situation which lawyers and physicians probably 
would be in upon the foregq@ng supposition In every part of Europe, 
the greater part of them have been educated for the church, but have 
been hindered by different reasons from entering into holy orders. They 
have generally, therefore, been educated at the public expense, and their 
numbers are everywhere so great as to reduce the price of their labour to 
a very paltry recompense. 

‘Before the invention of the art of printing, the only employment by 
which a man of letters could make anything by his talents, was that of a 
public or private teacher, or by communicating to other people the curious 
and useful knowledge which he had acquired himself: and this 1s still 
surely a more honourable, a more useful, and in general even a more 
profitable employment than that other of wiiting for a bookseller, to 
which the art of printing has given occasion. The time and study, the 
genius, knowledge, and application requisite to qualify an eminent teacher 
of the sciences, are at least equal to what is necessary for the greatest 
practitioners in Jaw and physic. But the usual reward of the eminent 
teachers bears no proportion to that of the lawyer or physician ; because 
the trade of the one is crowded with indigent people who have been 
brought up to it at the public expense, whereas those of the other two 
are encumbered with very few who have not been educated at their own. 
The usual recompense, however, of public and private teachers, small as 
it may appear, would undoubtedly be less than it is, 1f the competition of 
those yet more indigent men of letters who wnite for bread was not taken 
out of the market. Before the invention of the art of printing, a scholar 
and a beggar seem to have been terms very nearly synonymous. The 
different governors of the universities before that time appear to have 
often granted licences to their scholars to beg.’ 

§ 4. The demand for hterary labour has so greatly increased since Adam 
Smith wrote, while the provisions for eleemosynary education have no- 
where been much added to, and in the countries which have experienced 
revolutions have been much diminished, that little effect in keeping down 
the recompense of literary labour can now be ascribed to the influence of 
those institutions. But an effect nearly equivalent is now produced by a 
cause somewhat similar—the competition of persons who, by analogy with 
other arts, may be called amateurs. Literary occupation is one of those 
pursuits in which success may be attained by petsons the greater part of 
whose time is taken up by other employments; and the education 
necessary for it, is the common education of all cultivated persons. The 
inducements to it, independently of money, in the .present state of the 
world, to all who have either vanity to gratify, or personal or public 
objects to promote, afe extremely strong. These motives now attract into 
this career a great and increasing number of persons who do not need its 
pecuniary fruits, and who would equally resort to it if it afforded no 
remuneration at all. In our own country (to cite known examples), the 
most influential, and on the whole most eminent philosophical writer of 
recent times (Bentham), the greatest political economist (Ricardo), the most 
ephemerally celebrated, and the really greatest poets (Byron and Shelley), 
and the most successful wiiter of prose fiction (Scott, were none of them 
authors by profession ; and only two of the five, Scott and Byron, could 
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have supported themselves by the works which they wrote. Nearly all 
the higher departments of authorship are, to a great extent, similarly 
filled. In consequence, although the highest pecuniary prizes of success: 
ful authorship are incomparably greater than at any former period, yet on 
any rational calculation of the chances, in the existing competition, no 
writer can hope to gain a living by books, and to do so by magazines and 
reviews becomes daily more difficult. It 1s only the more troublesome 
and disagreeable kinds of literary labour, and those which confer no 
personal celebrity, such as most of those connected with newspapers, or 
with the smaller periodicals, on which an educated person can now rely 
for subsistence. Of these, the remuneration is, on the whole, decidedly 
high ; because, though exposed to the competition of what used to be 
called ‘poor scholars’ (persons who had received a learned education 
from some public or private charity), they are exempt from that of 
amateurs, those who have other means of support being seldom can- 
didates for such employments. Whether these considerations are not 
connected with something radically amiss in the idea of authorship as a 
profession, and whether any social arrangement under which the teachers 
of mankind consist of persons giving out doctrines for bread, is suited to 
be, or can possibly be, a permanent thing—would be a subject well worthy 
of the attention of thinkers. 

The clerical, like the hte:ary profession, is frequently adopted by 
persons of independent means, either from religious zeal, or for the sake 
of the honour or usefulness whith may belong to it, or for a chance of 
the high prizes which it holds out: and it is now principally for this 
reason that the salanes of curates are so low; those salauies, although 
considerably ratsed by the influence of public opinion, being still generally 
insufficient as the sole means of support for one who has to maintain the 
externals expected from a clergyman of the established church. 

When an occupation is carried on chiefly by persons who derive the 
main portion of their subsistence from other sources, its remuneration 
may be lower almost to any extent, than the wages of equally severe 
labour in other employments. The principal example of the kind is 
domestic manufactures. When spinning and knitting were carried on 
in every cottage, by families deriving their principal support from agri- 
culture, the price at which their produce was sold (which constituted the 
remuneration of the labour) was often so low, that there would have been 
required great perfection of machinery to underscll it. The amount of 
the remuneration in such a case depends chiefly upon whether the quantity 
of the commodity, produced by this descript:on of labour, suffices to 
supply the whole of the demand. If it does not, and there is consequently 
a necessity for some labourers who devote themselves entirely to the em- 
ployment, the price-of the article must be sufficient to pay those labourers 
at the ordinary rate, and to reward therefore very handsomely the domestic 
producers. But if the demand 1s so limited that the domestic manufacture 
can do more than satisfy it, the price is naturally kept down to the lowest 
rate at which peasant families think 1t worth while to continue the produc- 
tion. It is, no doubt, because the Swiss artisans do not depend for the 
whole of their subsistence upon their looms, that Zurich is able to main- 
tain a competition in the European market even with English capital, 
and English fuel and machinery * Thus far, as to the remuneration of 

* Four-fifths of the’manufacturers of the Canton of Zurich are small farmers, 
generally proprietors of their farms, The cotton manufacture occupies either 
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the subsidiary employment ; but the effect to the labourers of having this 
additional resource, is almost certain to be (unless peculiar counteracting 
causes intervene) a proportional diminution of the wages of their main 
occupation. The habits of the people (as has already been so often 
remarked) everywheie require some particular scale of living, and no 
more, as the condition under which they are willing to bring up a family. 
Whether the income which maintains them in this condition comes from 
one source or from two, makes no difference: if there is a second source 
cf income, they will require less fiom the first ; and will multiply (at least 
this has always hitherto been the case) to a point which leaves them no 
more from both employments, than they would probably have had from 
either if it had been their sole occupation. 

For the same reason it is found that, ce/eris paribus, those trades are 
by far the worst paid, in which the wife and children of the artisan aid in 
the work. The income which the habits of the class demand, and down 
to which they are almost sure to multiply, is made up, in those trades, by 
the earnings of the whole family, while in others the same income must 
be obtained by the labour of the man alone. It is even probable that 
their collective earnings will amount to a smaller sum than those of the 
man alone in other trades ; because the prudential restraint on marriage 1s 
unusually weak when the only consequence immediately felt is an improve- 
ment of circumstances, the joint earnings of the two going further in their 
domestic economy after marriage than before. Such accordingly is the 
fact, in the case of hand-loom weavers. In most kinds of weaving, 
women can and do earn as much as men, and children may be and aie 
employed at a very early age: but the aggregate earnings of a family are 
lower than in almost any other kind of industry, and the marriages 
earlier. It is noticeable also that there are certain branches of hand- 
loom weaving in which wages are much above the rate common in the 
trade, and that these are the branches in which, fiom the degree of 
bodily strength requisite, neither women nor young persons are employed. 
These facts were authenticated by the inquiries of the Hand-loom 
Weavers Commission, which made its report in 1841. The case of 
factory women and children may be quoted on the other side of the 
question ; but that case is an exception to ordinary principles, inasmuch 
as from successive improvements in machinery, and a consequent pro- 
gressive cheapening of the manufactured article, the expansion of factory 
employment has for half a century outstripped even the rapid growth of 
the factory population. 

§ 5. It deserves consideration, why the wages of women are generally 
lower, and very much lower, than those of men. They are not universally 
so. Where men and women work at the same employment, if it be one 
for which they are equally fitted in point of physical power, it does not 
appear that they are in general unequally paid. Women, in factories, 
earn as much as mén; and so they do in hand-loom weaving, which, 
being paid by the piece, brings thcir efficiency to a sure test. If the pay 
is unequal where the efficiency 1s equal, the only e.planation that can be 
given is custom; grounded either in a prejudice, or in the present con- 
Stitution of society, which, making almost every woman, socially speaking, 
wholly or partially 23,000 people, nearly a tenth part of the population ; and the 
consume a grcater quantity of cotton per inhabitant than either France or Englan 
See the statistical account of Zurich, ormerly cited, pp. 105, 108, 110, 
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an appendage of some man, enables men to take systematically the lIion’s 
share of whatever belongs to both. When an employment (as is the case 
with many trades) is divided into several parts, of some of which men 
alone are considered capable, while women or children are employed in 
the others, it is natural that those who cannot be dispensed with, should 
be able to make better terms for themselves than those whocan. But the 
principal question relates to the peculiar employments of women. The 
remuneration of these 1s always, I believe, greatly below that of employ- 
ments of equal skill and equal disagreeableness, carried on by men. The 
explanation of this must be, that they are overstocked : that although so 
much smaller a number of women, than of men, support themselves by 
wages, the occupations which law and custom make accessible to them 
are comparatively so few, that the field of their employment 1s still more 
overcrowded. It must be observed, that as matters now stand, a sufficient 
degree of overcrowding may depress the wages of women to a much lower 
minimum than those of men. The wages, at least of single women, must 
be equal to their support ; but need not be more than equal to it; the 
minimum, in their case, is the pittance absolutely requisite for the 
sustenance of one human being. Now the lowest point to which the most 
superabundant competition can permanently depress the wages of a man, 
is always somewhat more than this. Where the wife of a labouring man 
does not by general custom contribute to his earnings, the man’s wages 
must be at least sufficient to support himself, a wife, and a number of 
children adequate to keep up tke population, since if it were less, the 
population would not be kept up. And even if the wife earns something, 
their joint wages must be sufficient to support, not only themselves, but 
(at least for some years) their children also The we plus ultra of low 
wages, therefore, (except during some transitory crisis, or in some decay- 
ing employment,) can hardly occur in any occupation which the person 
employed has to live by, except the occupations of women, 

§ 6. Thus far, we have, throughout this discussion, proceeded on the 
supposition that competition is free, so far as regards human interference ; 
being limited only by natural causes, or by the unintended effect of 
general social circumstances. But law or custom may interfere to limit 
competition. If apprentice laws, or the regulations of corporate bodies, 
make the access to a particular employment slow, costly, or difficult, the 
wages of that employment may be kept much above their natural propor- 
tion to the wages of common labour. They might be so kept without any 
assignable limit, were it not that wages which exceed the usual rate 
require corresponding prices, and that there is a limit to the price 
at which even a restricted number of producers can dispose of all they pro- 
duce. In most civilized countries, the restrictions of this kind which once 
existed have been either abolished or very muah relaxed, and will, no 
doubt, soon disappear entirely. In some trades, however, and to some 
extent, the combinations of workmen produce a similar effect. Those 
combinations always fail to uphold wages at an artificial rate, unless they 
also limit the number of competitors. But they do occasionally succeed 
in accomplishing this. Jn several trades the workmen have been able to 
make it almost impracticable for strangers to obtain admission either as 
journeymen or as apprentices, except in limited numbers, and under such 
restrictions as they choose to impose. It was given in evidence to the 
Hand-loom Weavere Commission, that this is one of the hardships which 
aggravate the grievous condition of that depressed class. Their own 
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employment is overstocked and almost ruined ; but there are many other 
trades which it would not be difficult for them to learn ; to this, however, 
the combinations of workmen in tnose other trades are said to interpose 
an obstacle hitherto insurmountable. ae 

Notwithstanding, however, the cruel manner in which the exclusive 
principle of these combinations operates in a case of this peculiar nature, 
I find it impossible to wish, in the present state of the general habits of 
the people, that no such combinations existed. Acts of atrocity are 
sometimes committed by them, in the way of personal outrage or intimida- 
tion, which cannot be too rigidly repressed : and even their legitimate 
liberty of refusing to work unless their own terms are conceded to them, 
they not unfrequently exercise in an inyudicious, unenlightened manner, 
ultimately very injurious to themselves. But in so far as they do succeed 
in keeping up the wages of any trade by hmiting its numbers, I look upon 
them as simply intrenching round a particular spot against the inroads of 
Over-population, and making their wages depend upon their own rate of 
increase, instead of depending on that of a more reckless and improvident 
class than themselves. And I should rejoice if by trade regulations, or 
even by trades unions, the employments thus specially protected could be 
multiplied to a much greater extent than experience has shown to be 
practicable. What at first sight seems the injustice of excluding the more 
numerous class from sharing the gains of a comparatively few, disappears 
when we consider that by being admitted they would not be made better 
off, for more than a short time: the only permanent effect which their 
admission would produce, would be to lower the others to their own level. 
If indeed the general mass of the people were so improved in their 
standard of living, as not to press closer against the means of employ- 
ment than those trades do; if, in other words, there were no greater 
degree of overcrowding outside the barrier, than within 1t—there would 
be no need of a barrier, and if it had any effects at all, they must be bad 
ones; but in that case the barrier would fall of itself, since there would no 
longer be any motive for keeping it up. On simular grounds, if there were 
no other escape from that fatal immigration of Irsh, which has done and 
is doing so much to degrade the condition of our agricultural, and some 
classes of our town population, I should see no injustice, and the greatest 
possible expediency, in checking that destructive inroad by prohibitive 
laws. But there is a better mode of putting an end to this mischief, 
namely, by improving the condition of the Insh themselves ; and England 
owes an atonement to Ireland for past injuries, which she ought to suffer 
almost any inconvenience rather than fail to make good, by using her 
power in as determined a manner for the elevation of that unfortunate 
people, as she used it through so many dicary centuries for their abase- 
ment and oppression. : 

§ 7. To conclude éhis subject, I must repeat an observation already 
made, that there are kinds of labour of which the wages are fixed by 
custom and not by competition. Such are the fees or charges of pro- 
fessional persons ; of physicians, surgeons, barristers, and even attorneys, 
These, as a general rule, do not vary, and although competition operates 
upon those classes as much as upon any others, it 1s by dividing the 
business, not, in general, by diminishing the rate at which it 1s paid. The 
cause of this, no doubt, is an opinion prevailing in the community, that 
such persons are more trustworthy if paid highly {n proportion to the 
work they perform; insomuch that if a lawyer or a physician offered his 


278 DISTRIBUTION, 


services at less than the ordinary rate, instead of gaining more practice, 
he would probably lose that which he already had. For analogous 
reasons it is usual to pay greatly beyond the market price of their labour, 
all persons in whom the employer wishes to place peculiar trust, or from 
whom he requires something besides their mere services. For example, 
most persons who can afford it, pay to their domestic servants higher 
wages than would purchase in the market the labour of persons fully as 
competent to the work required. They do this, not from mere ostentation, 
but from reasonable motives , because they desire that those they employ 
should serve them cheerfully, and be anxious to remain in their service ; 
because they do not like to drive a hard bargain with people whom they 
are in constant intercourse with ; and because they dislike to have near 
their persons, and continually in their sight, people with the appearance 
and habits which are the usual accompaniments of a mean remuneration. 
Similar feelings operate in the minds of persons in business, with respect 
to their clerks and other employé¢s. Liberality, generosity, and the credit 
of the employer, are motives which, to whatever extent they operate, 
preclude taking the utmost advantage of competition : and doubtless such 
motives might, and even now do, operate on employers of labour in all the 
great departments of industry ; and most desirable is it that they should. 
But they can never raise the average wages of labour beyond the ratio of 
population to capital. By giving more to each person employed, they 
limit the power of giving employment to numbers ; and however excellent 
their moral effect, they do httle good economically, unless the pauperism 
of those who are shut out, leads indirectly to a readjustment by means of 
an increased restraint on population. 


CHAPTER XV. 
OF PROFITS. 


§ 1. HAVING treated of the labourer’s share of the produce, we next 
proceed to the share of the capitalist ; the profits of capital or stock ; the 
gains of the person who advances the expenses of production—who, from 
funds in his possession, pays the wages of the labourers, or supports them 
during the work; who supplies the requisite buildings, materials, and 
tools or machinery ; and to whom, by the usual terms of the contract, the 
ag belongs, to be disposed of at his pleasure. After indemnifying 

im for his outlay, there commonly remains a surplus, which is his profit ; 
the net income from his capital ; the amount which he can afford to expend 
in necessaries or pleasures, or from which by further saving he can add 
to his wealth. 

As the wages of the labourer are the remuneration of labour, so the 
profits of the capitalist are properly, according to Mr.Senior’s well-chosen 
expression, the remuneration of abstinence. They are what he gains by 
forbearing to consume his capital for his own uses, and allowing it to be 
consumed by productive labourers for their uses. For this forbearance 
he requires a recompense. Very often in personal enjoyment he would 
be a gainer by squandering his capital, the capital amounting to more 
than the sum of the profits which it will yield dunng the years he can 
expect to live. But while he retains it undiminished, he has always the 
power of consuming it if he wishes or needs; he can bestow it upon 
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others at his death ; and in the meantime he derives from it an income, 
which he can without impoverishment apply to the satisfaction of his own 
wants or inclinations. 

Of the gains, however, which the possession of a capital enables a 
person to make, a part only 1s properly an equivalent for the use of the 
capital itself ; namely, as much as another pe1son would be willing to pay 
for the loan of it. This, which as everybody knows 1s called interest, 1s 
all that a person is enabled to get by merely abstaining from the 
immediate consumption of his capital, and allowing it to be used for 
productive purposes by others. The 1emuneration which is obtained in 
any country for mere abstinence, is measured by the current rate of 
interest on the best security ; such security as precludes any appreciable 
chance of losing the principal. What a person expects to gain, who 
superintends the employment of his own capital, 1s atways more, and 
generally much more, than this The rate of profit greatly exceeds the 
rate of interest. The surplus is partly compensation for risk. By 
lending his capital on unexceptionable security, he runs little or no risk. 
But if he embarks in business on his own account, he always exposes his 
capital to some, and in many cases to very great, danger of total or partial 
loss For this danger he must be compensated, otherwise he will not incur it. 
He must likewise be remunerated for the devotion of his time and labour. 
The contiol of the operations of industry usually belongs to the person 
who supplies the whole or the greatest part of the funds by which they are 
carried on, and who, according to the*ordinary arrangement, is either 
alone interested, or is the person most interested (at least directly), in the 
result. To exercise this control with efficiency, if the concern is large 
and complicated, requires yreat assiduity, and often, no ordinary skill. 
This assiduity and skill must be remunerated. 

The gross profits from capital, the gains returned to those who supply 
the funds for production, must suffice for these three purposes. They 
must afford a sufficient reward for abstinence, indemnity for risk, and 
remuneration for the labour and skill required for superintendence. These 
different compensations may be cithcr paid to the same, or to different 
persons, The capital, or some part of it, may be borrowed ; may belong 
to some one who does not undertake the risks or the trouble of business. 
In that case, the lender, or owner, is the person who practises the 
abstinence ; and 1s remunerated for it by the interest paid to him, while 
the difference between the interest and the gross profit remunerates the 
exertions and risks of the undertaker.* Sometimes, again, the capital, or 
a part of it, is supplied by what is called a sleeping partner ; who shares 
the risks of the employment, but not the trouble, and who, in consideration 
of those risks, receives not a mere interest, but a stipulated share of the 
gross profits. Sometifnes the capital is supplied and the nsk incurred by 
one person, and the business carried on exclusively in his name, while the 
trouble of managenient is made over to another, who is engaged for that 
purpose at a fixed salary. Management, however, by lured servants, who 
have no interest in the iesult but that of preserving their salaries, 1s pro- 
verbially inefficient, unless they act under the inspecting eye, if not the 
controlling hand, of the person chiefly interested ; and prudence almost 


* It is to be regretted that this word, in this sense, is not familiar to an English 


ear. French political economists enjoy a great advcntage&an being able to speak 
curently of les pi ofits de Ventrepreneur, 
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always recommends giving to a manager not thus controlled, a remune- 
ration partly dependent on the profits ; which virtually reduces the case 
to that of a sleeping partner. Or finally, the same person may own the 
capital, and conduct the business ; adding, if he will and can, to the 
management of his own capital, that of as much more as the owners may 
be willing to trust hm with. But under any or all of these arrangements, 
the same three things require their remuneration, and must obtain it from 
the gross profit: abstinence, risk, exertion. And the three parts into 
which profit may be considered as resolving itself, may be described 
respectively as interest, insurance, and wages of superintendence. 

§ 2. The lowest rate of profit which can permanently exist, is that 
which is barely adequate, at the given place and time, to afford an 
equivalent for the abstinence, risk, and exertion implied in the employ- 
ment of capital. From the gross profit has first to be deducted as much 
as will form a fund sufficient on the average to cover all losses incident to 
the employment. Next, it must afford such an equivalent to the owner 
of the capital for forbearing to consume it, as is then and there a sufficient 
motive to him to persist in his abstinence. How much will be required to 
form this equivalent, depends on the comparative value placed, in the 
given society, upon the present and the future: (in the words formerly 
used) on the strength of the effective desire of accumulation. Further, 
after coveiing all losses, and remunerating the owner for his self-denial, 
there must be something left to recompense the labour ard skill of the 
person who devotes his time to the business. This recompense too must 
be sufficient to enable at least the owners of the larger capitals to receive 
for their trouble, or to pay to some manager for his, what to them or him 
will be a sufficient inducement for undergoing it. If the surplus is no 
more than this, none but large masses of capital will be employed pro- 
ductively ; and if it did not even amount to this, capital would be with- 
drawn from production, and unproductively consumed, until, by an indirect 
consequence of its diminished amount, to be explained hereafter, the rate 
of profit was raised. 

Such, then, is the minimum of profits ; but that minimum is exceedingly 
variable, and at some times and places extremely Jow ; on account of the 
great variableness of two out of its three elements. That the rate of 
necessary remuneration for abstinence, or in other words the effective 
desire of accumulation, differs widely in different states of society and 
civilization, has been seen in a former chapter. There 1s a still wider 
difference in the element which consists in compensation for risk. I am 
not now speaking of the differences in poirt of risk between different 
employments of capital in the same society, but of the very different 
degrees of security of propeity in different states of society. Where, as 
in most of the governments of Asia, property is .n perpetual danger of 
spoliation from a tyrannical government, or from its rapacious and ill- 
controlled officers ; where to possess or to be suspected of possessing 
wealth, is to be a mark not only for plunder, but perhaps for personal ill- 
treatment to extort the disclosure and surrender of hidden valuables ; or 
where, as in the European middle ages, the weakness of the government, 
even when not itself inclined to oppress, leaves its subjects exposed 
without protection or redress to active spoliation, or audacious withholding 
of just rights, by any powerful individual ; the rate of profit which persons 
of average dispositiuns will require, to make them forego the immediate 
enjoyment of what they happen to possess, for the purpose of exposing it 


PROFITS, 281 


and themselves to these perils, must be something very considerable. 
And these contingencies affect those who live on the mere interest of their 
capital, in common with those who personally engage in production In 
a generally secure state of society, the risks which may be attendant on 
the nature of particular employments seldom fall on the person who lends 
his capital, if he lends on good security ; but in a state of society hike that 
of Asia, no security (except perhaps the actual pledge of gold or jewels) 
is good : and the mere possession of a hoard, when known or suspected, 
exposes it and the possessor to risks, for which scarcely any profit he 
could expect to obtain would be an equivalent ; so that there would be 
still less accumulation than there is, if a state of insecurity did not also 
multiply the occasions on which the possession of a treasure may be the 
means of saving life or averting serious calamities. ‘I hose who lend, 
under these wretched governments, do it at the utmost peril of never being 
paid. In most of the native states of India, the lowest terms on which 
any one will lend money, even to the government, are such that if the 
interest is paid only for a few years, and the principal not at all, the lender 
is tolerably well indemnified. If the accumulation of principal and com- 
pound interest is ultimately compromised at a few shillings in the pound, 
he has generally made an advantageous bargain. 

§ 3. The remuneration of capital in different employments, like the re- 
muneration of labour, varies according to the citcumstances which render 
one employment more attractive, or more repulsive, than another. ‘The 
profits, for example, of retail trade, in prdportion to the capital employed, 
exceed those of wholesale dealers or manufacturers, for this reason among 
others, that there 1s less consideration attached to the employment. The 
greatest, however, of these differences, 1s that caused by difference of nsk. 
The profits of a gunpowder manufacturer must be considerably greater 
than the average, to make up for the peculiar risks to which he and his 
property are constantly exposed. When, however, as in the case of marine 
adventure, the peculiar risks are capable of being, and commonly are, 
commuted for a fixed payment, the premium of insurances takes its regular 
place among the charges of production, and the compensation which the 
owner of the ship or cargo receives for that payment, does not appear in 
the ane of his profits, but 1s included in the replacement of his 
capital, 

The portion, too, of the gross profit, which forms the remuneration for 
the labour and skill of the dealer or producer, is very different in different 
employments. This is the explanation always given of the extraordinary 
rate of apothecaries’ profit: the greatest part, as Adam Smith observes, 
being frequently no more than the reasonable wages of professional 
attendance ; for which, until a late alteration of the law, the apothecary 
could not demand any remuneration, except in the -prices of his drugs. 
Some occupations require a considerable amount of scientific or technical 
education ; and can bnly be carried on by persons who combine with that 
education a considerable capital ; such is the business of an engineer, both 
in the original sense of the term, a machine makcr, and 1n 1ts popular or 
derivative sense, an undertaker of public works. These are always the 
most profitable employments. There are cases, again, in which a con- 
siderable amount of labour and skill aie required to conduct a business 
necessarily of limited extent. In such cases, a higher than common rate 
of profit is necessary to yield only the common rate oSremuneration. ‘In 
a small sea-port town,’ says Adam Smith, ‘a little grocer will make forty 
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or fifty per cent. upon a stock of a single hundred pounds, while a con- 
siderable wholesale merchant in the same place will scarce make eight or 
ten per cent. upon a stock of ten thousand. The trade of the grocer may 
be necessary for the conveniency of the inhabitants, and the narrowness 
of the market may not admit the employment of a larger capital in the 
business. The man, however, must not only live by his trade, but live by 
it suitably to the qualifications which it requires. Besides possessing a 
little capital, he must be able to read, write, and account, and must be a 
tolerable judge, too, of perhaps fifty or sixty different sorts of goods, their 
prices, qualities, and the markets where they are to be had cheapest. 
Thirty or forty pounds a-year cannot be considered as too great a recom- 
pense for the labour of a person so accomplished. Deduct this from the 
seemingly great profits of his capital, and little more will remain, perhaps, 
than the ordinary profits of stock. The greater part of the apparent profit 
is, in this case, too, real wages.’ 

All the natural monopolies (meaning hereby those which are created by 
circumstances, and not by law) which produce or aggravate the disparities 
in the remuneration of different kinds of labour, operate similarly between 
different employments of capital. If a business can only be advantageously 
carried on by a large capital, this in most countries limits so narrowly the 
class of persons who can enter into the employment, that they are enabled 
to keep their rate of profit above the general level. A trade may also, 
from the nature of the case, be confined to so few hands, that profits may 
admit of being kept up by a corabination among the dealers. It is well 
known that even among so numerous a body as the London booksellers, 
this sort of combination exists ; though individual interest is often too 
strong for its rules, nor, indeed, does the combination itself include the 
whole trade. I have already mentioned the case of the gas and water 
companies. 

§ 4. After due allowance is made for these various causes of inequality, 
namely, differences in the risk or agieeableness of different employments, 
and natural or artificial monopolies : the rate of profit on capital in all 
employments tends to an equality. Such is the proposition usually laid 
down by political economists, and under proper explanations it is true. 

That portion of profit which is properly interest, and which forms the 
real remuneration for abstinence, 1s strictly the same, at the same time 
and place, whatever be the employment. The rate of interest, on equally 
good security, does not vary according to the destination of the principal, 
though it does vary from time to time very much, according to the circum- 
stances of the market. There is no employment in which, in the present 
state of industry, competition is so active and incessant as in the lending 
and borrowing of money. All persons in business are occasionally, and 
most of them constantly, borrowers : while all persons not in business, 
who possess moneyed property, are lenders. Between, these two great 
bodies there is a numerous, keen, and intelligent: class of middlemen, 
composed of bankers, stockbrokers, discount brokers, and others, alive 
to the slightest breath of probable gain. The smallest circumstance, or 
the most transient impression on the public mind, which tends to an 
increase or diminution of the demand for loans either at the time or pros- 
pectively, operates immediately on the rate of interest : and circumstances 
in the general state of trade, really tending to cause this difference of 
demand, are contin.1ally occurring, sometimes to such an extent, that the 
rate of interest on the best mercantile bills has been known to vary within 
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a year (even without the occurrence of the great derangement called a 
commercial crisis) from less than four to more than six per cent. But, at 
the same time and place, the rate of interest is the same, to all who can 
give equally good secuiity. The market rate of interest 15 at all times a 
known and definite thing. ° 

It is far otheiwise with gross profit; which, though (as will presently 
be seen), it does not vary much from employment to employment, varies 
very greatly from individual to individual, and can scarcely be in any two 
cases the same. It depends on the knowledge, talents, economy, and 
energy of the capitalist himself, or of the agents whom he employs ; on 
the accidents of personal connexion ; and even on chance. Hardly two 
dealcrs in the same trade, even if their commodities are equally good and 
equally cheap, cai1y on their business at the same capense, or turn over 
their capital in the same time. That equal capitals give equal piofits, as 
a general maxim of trade, would be as false as that cqual age or size 
gives equal bodily strength, or that equal reading or experience gives equal 
knowledge. The effect depends as much upon twenty other things, as 
upon the single cause specified. 

But though profits thus vary, the parity, on the whole, of different modes 
of employing capital (in the absence of any natural or artificial monopoly) 
1s, in a Certain, and a very important sense, maintained. On an average 
(whatever may be the occasional fluctuations) the various employments of 
capital aie on such a footing as to hold oyt. not equal profits, but equal 
chances of profit, to persons of average abilities and advantages. By 
equal, I mean after making compensation for any inferiority in the agree- 
ablencss or safety of an employment. If the case were not so; if there 
wele, evidently, and to common experience, more favourable chances of 
pecuniary success in one business than in others, more persons would 
engage their capital in the business, or would bring up their sons to it ; 
which in fact always happens when a business, hke that of an engineer at 
present, or hke any newly-established and prosperous manufacture, 1s 
secn to be a giowing and a thriving one. If, on the contrary, a business 
is not considered thriving ; if the chances of profit in it are thought to be 
inferior to those in cther employments ; capital gradually leaves it, or at 
least new capital 1s not attracted to it: and by this change in the disti- 
bution of capital between the less profitable and the more profitable 
employments, a sort of balance is restored. The expectations of profit, 
therefore, 1n different employments, cannot long continue very different : 
they tend to a common average, although they are generally oscillating 
from one side to the other side of the medium. 

This equalizing process, commonly described as the transfer of capital 
from one employment to another, is not necessarily the onerous, slow, and 
almost impracticable operation which it is very often represented to be. 
In the first place, it dogs not always imply the actual removal of capital 
already embarked in an employment. In a rapidly progressive state of 
capital, the adjustment often takes place by means of the new accumula- 
trons of each year, which direct themselves in preference towards the 
more thiiving trades. Even when a real tiansfer of capital is necessary, 
it is by no means implied that any of those who are engaged in the un- 
profitable employment, relinquish business and break up their establish- 
ments. The numerous and multifarious channels of Ber a through which 
in commercial nations unemployed capital diffuses itself over the field of 
employment, flowing over in greater abundance to the lower levels, are 
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the means by which the equalization is accomplished. The process con- 
sists in a limitation by one class of dealers or producers, and an extension 
vy the other, of that portion of their business which is carried on with 
borrowed capital. There is scarcely any dealer or producer on a con- 
siderable scale, who confines hus business to what can be carried on by 
his own funds. When trade 1s good, he not only uses to the utmost his 
own capital, but employs, m addition, much of the ciedit which that 
capital obtains for him When, either from oversupply or from some 
slackening in the demand for his commodity, he finds that it sells more 
slowly or obtains a lower price, he contracts his operations, and does not 
apply to bankers or other money dealers for a renewal of their advances to 
the same extent as before. A business which is increasing holds out, on 
the contrary, a prospect of profitable employment for a larger amount of 
this floating capital than previously, and those engaged in it become 
applicants to the money dealers for larger advances, which, from their 
improving circumstances, they have no difficulty in obtaining. A 
different distribution of floating capital between two employments, has as 
much effect in restoring their profits to an equilibrium, as 1f the owners of 
an equal amount of capital were to abandon the one trade and carry their 
capital into the other. This easy and as it were spontaneous method of 
accommodating production to demand, is quite sufficient to correct any 
inequalities ansing from the fluctuation of trade, or other causes of 
ordinary occurrence. In the case of an altogether declining trade, in 
which it is necessary that the production should be, not occasionally 
varied, but greatly and permanently diminished, or perhaps stopped 
altogether, the process of extricating the capital is, no doubt, tardy and 
difficult, and almost always attended with considerable loss ; much of the 
capital fixed in machinery, buildings, permanent works, etc , being either 
not applicable to any other purpose, or only applicable after expensive 
alterations, and time being seldom given for effecting the change in the 
mode in which it would be effected with least loss, namely, by not replac- 
ing the fixed capital as it wears out. There 1s besides, in totally chang- 
ing the destination of a capital, so great a sacrifice of established con- 
nexion, and of acquired skill and experience, that people are always very 
slow in resolving upon it, and hardly ever do so unless a change of fortune 
has become quite hopeless, These, however, are distinctly exceptional 
cases, and even in these the equalization 1s at last effected It may also 
happen that the return to equilibiium 1s considerably protracted, when, 
before one inequality has been corrected, another cause of inequality 
arises ; which is said to have been continually the case dung a long 
series of years, with the production of cotton in the Southern States of 
North America ; the commodity having been upheld at what was virtually 
a monopoly price, because the increase of demand, from successive im- 
provements in the manufacture, went on with a rapidity so much beyond 
expectation, that for many years the supply never completely overtook It. 
But it is not often that a succession of disturbing causes, all acting in the 
same direction, are known to follow one another with hardly any interval. 
Where there 1s no monopoly, the profits of a trade are hkely to range 
sometimes above and sometimes below the general level, but tending 
always to return to it; like the oscillation of the pendulum. 
In general then, although profits are very different to different in- 
dividuals, and to the same individual in different years, there cannot be 
much diversity at the same time and place in the average profits of 
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different employments, (other than the standing differences necessary to 
compensate for difference of attractiveness,) except for shoit periods, or 
when some great permanent revulsion has overtaken a particular trade. 
If any popular impression exists that some trades are more profitable 
than others independently of monopoly or of such rare accidents as have 
been noticed in regard to the cotton trade, the impression must in all 
probability be fallacious, since if it were shared by those who have 
greatest means of knowledge and motives to accurate examination, there 
would take place such an influx of capital as would soon lower the profits 
to the common level. It 1s true that, to peisons with the same amount of 
original means, there is more chance of making a large fortune in some 
employments than in others. But it would be found that in those same 
employments bankruptcies also are more frequent, and that the chance of 
greater success is balanced by a greater probability of complete failure. 
Very often it 1s more than balanced for, as was rematked in another 
case, the chance of great prizes operates with a greater degree of strength 
than arithmetic will warrant, in attracting competitors; and 1 doubt not 
that the average gains, 1n a trade in which large fortunes may be made, 
are lower than in those in which gains are slow, though comparatively 
sure, and in which nothing 1s to be ultimately hoped for beyond a com- 
petency. The timber trade of Canada 1s one example of an employment 
of capital, partaking so much of the nature of a lottery, as to make it an 
accredited opinion that, taking the adventurers in the aggrcgate, there 1s 
more money lost by the trade than gained by it ; 1n other words, that the 
average rate of profit is Jess than nothing. In such points as this, much 
depends on the characters of nations, according as they partake more or 
less of the adventurous, or, as it is called when the intention 1s to blame 
it, the gambling spint. This spirit 1s much stronger in the United States 
than in Great Britain; and in Great Britain than in any country of the 
Continent. In some Continental countries the tendency 1s so much the 
reverse, that safe and quiet employments probably yield a less average 
profit to the capital engaged in them, than those which, at the price of 
greater hazards, offer greater gains. 

It must not however be forgotten, that even in the countries of most 
active competition, custom also has a considerable share in determining 
the piofits of tiade. Theie is sometimes an idea afloat as to what the 
profit of an employment should be, which although not adhered to by all 
the dealers, nor perhaps ngidly by any, still exeicises a certain influence 
over their operations. There is in England a kind of notion, how widely 
prevailing | know not, that fifty per cent. 1s a proper and suitable rate of 
profit in retail transactions : understand, not fifty per cent. on the whole 
capital, but an advance of fifty per cent. on the wholesale prices : from 
which have to be defrajed bad debts, shop rent, the pay of clerks, shop- 
men, and agents of all descriptions—in short, all the expenses of the retail 
business. If this custom were universal, and strictly adhered to, com- 
petition indeed would still operate, but the consumer would not derive 
any benefit from it ; the way in which it would diminish the advantages 
of those engaged in retail trade, would be by a greater subdivision of the 
business. The intensity, howevcr, of modern competition, in England at 
least, is tending to break down all customs of this description. In almost 
all trades, (at least in the great emporia of trade,) there are now numerous 
dealers whose motto is, ‘small gains and frequent’—a great business at 
low prices, rather than high prices and few transactions ; and by turning 
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over their capital more rapidly, and adding to it by borrowed capital when 
needed, the dealers often obtain individually higher profits ; though they 
necessarily lower the profits of those among their competitors who do 
not adopt the same principle. 

§ 5. The preceding remarks have, 1 hope, sufficiently elucidated what 
is meant by the common phrase, ‘the ordinary rate of profit’; and the 
sense in which, and the limitations under which, this ordinary rate has a 
real existence. It now remains to consider, what causes determine its 
amount. 

I assume, throughout, the state of things, which, where the labourers 
and capitalists are separate classes, pievails, with few exceptions, uni- 
versally ; namely, that the capitahst advances the whole expenses, 
including the entire remuneration of the labomer. That he should do so, 
is not a matter of inherent necessity ; the labourer might wait until the 
production is complete, for all that part of his wages which exceeds mere 
necessaries ; and even for the whole, if he has funds in hand, sufficient 
for his temporary support. But in the latter case, the labourer is to that 
extent really a capitalist, investing capital in the concern, by supplying a 
portion of the funds necessary for carrying it on ; and even in the former 
case he may be looked upon in the same light, since, contributing his 
labour at less than the market price, he may be 1egarded as lending the 
difference to his employer, and receiving 1t back with intcrest (on what- 
ever principle computed) fiom the proceeds of the enterprise. 

The capitalist, then, may be assumed to make all the advances, and 
receive all the produce. His profit consists of the excess of the produce 
aboye the advances ; his raée of profit 1s the ratio which that excess bears 
to the amount advanced. But what do the advances consist of? 

It is, for the present, necessary to suppose, that the capitalist does not 
pay any rent; has not to purchase the use of any appropriated natural 
agent. This indeed 1s scarcely ever the exact truth. The agiicultural 
capitalist, except when he is the owner of the soil he cultivates, always, 
or almost always, pays rent: and even in manufactures (not to mention 
ground-rent), the materials of the manufacture have genctally paid rent, 
in some stage of their production, The nature of rent, however, we have 
not yet taken into consideration ; and it will hereafter appear, that no 
practical error, on the question we are now examining, 1s produced by 
disregarding it. 

If, then, leaving rent out of the question, we inquire in what it 1s that 
the advances of the capitalist, for purposes of production, consist, we shall 
find that they consist of wages of labour. 

A large portion of the expenditure of every capitalist consists in the 
direct payment of wages What does not consist of this, is composed of 
materials and implements, including buildings. But materials and im- 
plements are produced by labour; and as our supposed capitalist is not 
meant to represent a single employment, but to be a type of the pro- 
ductive industry of the whole countiy, we may suppose that he makes his 
own tools, and raises his own materials. He does this by means of 
previaus advances, which, again, consist wholly of wages. If we suppose 

im to buy the materials and tools instead of producing them, the case is 
not altered : he then repays to a previous producer the wages which that 
previous producer has paid. It is true, he repays it to him with a profit ; 
and if he had proauced the things himsclf, he himself must have had that 
profit, on this part of his outlay, as well as on every other part. The fact, 
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however, remains, that in the whole process of production, beginning with 
the materials and tools and ending with the finished product, all the 
advances have consisted of nothing but wages ; except that certain of the 
capitalists concerned have, for the sake of general convenience, had their 
share of profit paid to them before the operation was completed. What- 
ever, of the ultimate product, is not profit, is repayment of wages. 

§ 6. It thus appears that the two elements on which, and which alone, 
the gains of the capitalists depend, are, first, the magnitude of the produce, 
in other words, the productive power of labour ; and secondly, the pro- 
portion of that produce obtained by the labourers themselves ; the ratio 
which the remuneration of the labourers bears to the amount they 
produce. These two things form the data for determining the gross 
amount divided as piofit among all the capitalists of the country: but 
the va/e of profit, the percentage on the capital, depends only on the 
second of the two elements, the labourers’ proportional share, and not on 
the amount to be shared. If the produce of labour were doubled, and the 
labourers obtained the same proportional share as before, that 1s, if their 
remuneration was also doubled, the capitalists, it is true, would gain twice 
as much ; but as they would also have had to advance twice as much, 
the rate of their profit would be only the same as before. 

We thus arrive at the conclusion of Ricardo and others, that the rate 
of profits depends upon wages ; rising as wages fall, and falling as wages 
rise. In adopting, however, this doctrine, I must insist upon making a 
most necessary alteration in its wording, Instead of saying that profits 
depend on wages, let us say (what Ricardo really meant) that they depend 
on the cost of labour, 

Wages, and the cost of labour ; what Jabour brings in to the labourer, 
and what it costs to the capitalist ; are ideas quite distinct, and which it 
is of the utmost importance to keep so. For this purpose it 1s essential 
not to designate them, as is almost always done, by the same name. 
Wages, in public discussions, both oral and printed, being looked upon 
from the point of view of the payers, much oftener than from that of the 
receivers, nothing is more common than to say that wages are high or 
low, meaning only that the cost of labour is high or low. The reverse of 
this would be oftener the truth: the cost of labour is frequently at its 
highest where wages are lowest. This may arise from two causes. In 
the first place, the labour, though cheap, may be inefficient. In no 
European country are wages so low as in Ireland ; the remuneration of an 
agricultural labourer in the west of Ireland not being more than half the 
wages of even the lowest-paid Englishman, the Dorsetshire labourer. But 
if, from inferior skill and industry, two days’ labour of an Irishman accom- 
plish no more work than an English labourer performs in one, the Irish- 
man’s labour costs as much as the Englishman’s, though it brings in so 
much less to himself. The capitalist’s profit is determined by the former 
of these two things, not the latter. That a difference to this extent really 
exists in the efficiency of the labourer, is proved not only by abundant 
testimony, but by the fact, that notwithstanding the lowness of wages, 
profits of capital are not higher in Ireland than in England. 

The other cause which renders wages, and the cost of labour, no real 
criteria of one another, is the varying costliness of the articles which the 
labourer consumes. If these are cheap, wages, in the sense which is of 
importance to the labourer, may be high, and yet the, cost of la)our may 
be low ; if dear, the labourer may be wretchedly off, although his labour 
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may cost much to the capitalist. This last is the condition of a country 
over-peopled in relation to its land ; in which, food being dear, the poor- 
ness of the labourer’s real reward does not prevent labour from costing 
much to the purchaser, and low wages and low profits co-exist. The 
opposite case is exemplified in the United States of America. The 
labourer there enjoys a greater abundance of comforts than in any country 
of the world, except some of our newest colonies ; but, owing to the cheap 
price at which these comforts can be obtained (combined with the great 
efficiency of the labourer), the cost of labour to the capitalist is con- 
siderably lower than in Europe _ It must be so, since the rate of profit 1s 
higher; as indicated by the rate of interest, which is six per cent. at 
New York when it 1s three, or three and a quarter per cent. in London. 

The cost of labour, then, 1s, in the language of mathematics, a function 
of three variables . the efficiency of labour ; the wages of labour (meaning 
thereby the real reward of the labourer) ; and the greater or less cost at 
which the articles composing that real reward can be produced or pur- 
chased. It is plain that the cost of labour to the capitalist must be 
influenced by each of these three circumstances ; and cannot be affected 
by any others. These, therefore, are also the circumstances which deter- 
mine the rate of profit; and it cannot be in any way affected except 
through one or other of them. If labour generally became more efficient, 
without being more highly rewarded ; if, without its becoming less 
efficient, 1ts remuneration fell, no increase taking place in the cost of the 
articles composing that remuneration ; or 1f those articles became less 
costly, without the labourer’s obtaining more of them ; 1n any one of these 
three cases, profits would nse. If, on the contrary, labour became less 
efficient (as 1t might do from diminished bodily vigour in the people, or 
from deteriorated education) ; or if the labourer obtained a higher re- 
muneration, without any increased cheapness 1n the things composing it ; 
or if, without his obtaining more, that which he did obtain became more 
costly ; profits, 1n all these cases, would suffer a diminution. And there 
is no other combination of circumstances, in which the general rate of 
profit of a country, in all employments indifferently, can either fall or 
rise. 

The evidence of these propositions can only be stated generally, though, 
it 1s hoped, conclusively, in this stage of our subject. It will come out in 
greater fulness and force when, having taken into consideration the theory 
of Value and Price, we shall be enabled to exhibit the law of profits in the 
concrete—in the complex entanglement of circumstances in which it 
actually works. This can only be done in the ensuing Book. One topic 
still remains to be discussed in the present one, so far as it admits of being 
treated independently of considerations of Value ; the subject of Rent ° 
to which we now proceed. 


CHAPTER XVI. 
OF RENT. 


§ x. THE requisites of production being labour, capital, and natural 
agents ; the only person, besides the labourer and the capitalist, whose 
consent 1s necessary to production, and who can claim a share of the pro- 
duce as the price @f that consent, is the person who, by the arrangements 
of society, possesses exclusive power over some natural agent. The land 
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is the principal of the natural agents which are capable of being appro- 
aaaten: and the consideration paid for its use 1s called rent Landed 
proprietors are the only class, of any numbers or importance, who have a 
claim to a share in the distiuibution of the produce, through their owner- 
ship of something which neither they nor any one eise have produced. If 
there be any other cases of a similar nature, they will be easily uncei- 
stood, when the nature and laws of rent are comprehended. 

It 1s at once evident, that rent 1s the effect of a monopoly ; though the 
monopoly 1s a natural one, which may be regulated, which may even be 
held as a trust for the community gencrally, but which cannot be pre- 
vented from existing. The reason why landowners are able to require 1ent 
for their land, is that 1t is a commodity which many want, and which no 
one can obtain but from them. If all the land of the country belonged to 
one person, he could fix the rent at his pleasure. ‘The whole people would 
be dependent on his will for the necessaries of life, and he might make 
what conditions he chose. This is the actual state of things in those 
Oriental kingdoms in which the land 1s considered the property of the 
state. Rent is then confounded with taxation, and the despot may exact 
the utmost which the unfortunate cultivators have to give. Indeed, the 
exclusive possessor of the land of a country could not well be other than 
despot of it. The effect would be much the same if the land belonged to 
so few people that they could, and did, concert together as one man, and 
fix the rent by agieement among themselves. Thus case, however, 1s 
nowhcre known to exist: and the only remamuing supposition is that of 
free competition ; the landowners being supposed to be, as in fact they 
are, too numerous to combine. 

§ 2. A thing which 1s limited in quantity, even though its possessois do 
not act in concert, 1s still a monopolized article. But even when 
monopolized, a thing which is the gift of nature, and requires no labour or 
outlay as the condition of its existence, will, if there be competition among 
the holders of it, command a price, only if it exists in less quantity than 
the demand. Ifthe whole land of a country were 1equired for cultivation, 
all of it might yield a rent. But in no country of any extent do the wants 
of the population require that all the land, which 1s capable of cultivation, 
should be cultivated. The food and other agricultural produce which the 
people need, and which they are willing and able to pay for at a price 
which remunerates the grower, may always be obtained without cultivat- 
ing all the land ; sometimes without cultivating more than a small part of 
it; the moie fertile lands, or those in the more convemient situations, 
being of course piefeired. There is always, theiefore, some land which 
cannot, In existing circumstances, pay any rent ; and no land ever pays 
rent, unless, in point of feitiity or situation, it belongs to those superior 
kinds which exist in less quantity than the demand—which cannot be 
made to yield all the profluce required for the community, unless on te:ms 
still less advantageous than the resort to less favoured soils. 

There 1s land, such as the deserts of Arabia, which will yield nothing to 
any amount of labour ; and there is land, hike some of our haid sandy 
heaths, which would produce something, but, in the present state of the 
soil, not enough to defray the expenses of production. Such lands, unless 
by some application of chemistry to agriculture still remaming to be 
invented, cannot be cultivated for profit, unless some one actually creates 
a soil, by spreading new ingredients over the surface, or miuing them with 
the existing materials, If ingredients fitted for this purpose exist in the 
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subsoil, or clos: at hand, the improvement even of the most unpromising 
spots may ansiver as a speculation : but if those ingredients are costly, 
and must be brought from a distance, it will seldom answer to do this for 
the sake of profit, though the ‘magic of propeity’ will sometimes effect it. 
Land which cannot possibly yield a profit, 1s sometimes cultivated at a 
loss, the cultivators having their wants paitially supplied from other 
sources ; as in the case of paupers, and some monasteries or charitable in- 
stitutions, among which may be 1eckoned the Poor Colonies of Belgium. 
The worst land which can be cultivated as a means of subsistence, 1s that 
which will just replace the seed, and the food of the labourers em- 
ployed on it, together with what Dr Chalmets calls their secondanes ; that 
is, the labeuicis required for supplying them with tools, and with the 
remaining necessaries of life. Whether any given land 19 capable of 
doing more than this, is not a question of political economy, but of 
physical fact. The supposition leaves nothing for profits, nor anything for 
the labourers except necessaries: the land, therefore, can only be 
cultivated by the labourers themselves, or else at a pecumiary loss. and @ 
fortiori, cannot in any contingency afford a rent. The worst land which. 
can be cultivated as an investment for capital, 1s that which, after replac- 
ing the seed, not only feeds the agricultural labourers and their 
secondaiies, but affords them the current rate of wages, which may 
extend to much more than mere necessaries ; and leaves for those who 
have advanced the wages of these two classes of labourers, a surplus 
equal to the profit they could hgve expected from any other employment 
of their capital Whether any given land can do more than this, 1s not 
merely a physical question, but depends partly on the maiket value 
of aguicultural produce. What the land can do for the labourers and for 
the capitalist beyond feeding all whom it directly or indirectly employs, of 
course depends upon what the remainder of the produce can be sold for. 
The higher the market value of produce, the lower are the soils to which 
Cultivation can descend, consistently with affording to the capital em- 
ployed the ordinary rate of profit. 

As, however, differences of fertility slide into one another by insensible 
gradations ; and differences of accessibility, that 1s, of distance from 
matkets, obviously do the same ; and since there is land so barren that it 
could not pay for its cultivation at any price ; it is evident that, whatever the 
plice may be, there must in any extensive region be some land which at 
that price will just pay the wages of the cultivators, and yield to the 
capital employed the oidinary profit, and no more Until, therefore, 
the price rises Ingher, or until some improvement raises that particular 
land to a higher place in the scale of feitility, it cannot pay any rent. It 
is evident, liowever, that the community needs the produce of this quality 
of land ; since if the lands more fertile or better situated than it, could 
have sufficed to supply the wants of society, the price would not have 
11sen so high as to render its cultivation profitable. This land, therefore, 
will be cultivated ; and we may lay it down as a principle, that so long as 
any of the land of a country which is fit-for cultivation is not cultivated, 
the worst Jand in actual cultivation (m point of fertility and situation 
tozcther) pays no rent. 

§ 3 If, then, of the Jand in cultivation, the part which yields least 
return to the labour and capital employed on it gives only the ordinary 
piofit of capital, without leaving anything for rent ; a standard 1s afforded 
fo1 estimating the amoun! of rent which will be yielded by all other land, 
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Any land yields just as much more than the ordinary profits of stock, as 
it yields more than what is returned by the worst land in cultivation. 
The surplus is what the farmer can afford to pay as rent to the landlord ; 
and since, 1f he did not so pay it, he would receive more than the 
ordinary rate of profit, the competition of other capitalists, that compcti- 
tion which equalizes the profits of different capitals, will enable the land- 
lord to appropriate it The rent, therefore, which any land will yield, 1s 
the excess of its produce, beyond what would be returned to the same 
capital if employed on the worst land in cultivation. This is not, and 
never was pretended to be, the limit of metayer rents, or of cottier rents ; 
but itis the limit of farmers’ rents. No land rented to a capitalist farmer 
will permanently yield more than this; and if it ever yields less, it must 
be because the landlord foregoes a part of what, if he chose, he could 
obtain. 

This is the theory of rent, fiist propounded at the end of the last 
century by Dr. Anderson, and which, neglected at the time, was almost 
simultaneously rediscovered, twenty yeais after, by Sir Edward West, 
Mr. Malthus and Mr. Ricardo. It is one of the cardinal doctrines of 
political economy ; and until it was understood, no consistent explanation 
could be given of many of the more complicated industrial phenomena. 
The evidence of its truth will be manifested with a great increase of clear- 
ness, when we come to trace the laws of the phenomena of Value and 
Price. Until that is done, it 1s not possible to free the doctrine from 
every difficulty which may present itself,;mor perhaps to convey, to those 
previously unacquainted with the subject, more than a general apprehen- 
sion of the reasoning by which the theorem is arrived at. Some, how- 
ever, of the objections commonly made to it, admit of a complete answer 
even in the present stage of our inquiries. 

It has been denied that there can be any land in cultivation which pays 
no rent ; because landlords (it is contended) would not allow their land to 
be occupied without payment. Those who lay any stress on this as an 
objection, must think, that land of the quality which can but just pay for 
its cultivation, lies together in large masses, detached from any land of 
better quality, If an estate consisted wholly of this land, or of this and 
still worse, it is hkely enough that the owner would not give the use of it 
for nothing : he would probably (if a rich man) prefer keeping it for other 
purposes, as for exercise, or ornament, or perhaps as a game preserve. 
No farmer could afford to offer him anything for it, for purposes of culture; 
though something would probably be obtained for the use of its natural 
pasture, or other spontaneous produce. Even such land, however, would 
not necessarily remain uncultivated. It might be farmed by the proprietor; 
no unfrequent case even in England. Portions of it might be granted as 
temporary allotments tg labouring families, either from philanthropic 
motives, or to save the poor-rate; or occupation might be allowed to 
squatters, free of rens, in the hope their labour might give it value at 
some future period. Both these cases are of quite ordinary occurrence. 
So that even if an estate were wholly composed of the worst land capable 
of profitable cultivation, it would not necessarily Jie uncultivated bec ause 
it could pay no rent. Inferior land, however, does not usually occupy, 
without interruption, many square miles of ground ; it 1s dispersed here 
and there, with patches of better land intermixed, and the same person 
who rents the better land, obtains along with it the ipferior soils which 
alternate with it. He pays a rent, nominally for the whole farm, but 


292 DISTRIBUTION. 


calculated on the produce of those parts alone (however small a portion 
of the whole) which are capable of returning more than the common rate 
of profit, It is thus scientifically true, that the remaining parts pay no 
rent. a ; ; 

§ 4. Let us, however, suppose that there were a validity in this objec- 
tion, which can by no means be conceded to it; that when the demand of 
the community had forced up food to such a price as would remunerate 
the expense of producing it from a certain quality of soil, it happened 
nevertheless that all the soul of that quality was withheld from cultivation 
by the obstinacy of the owners 1n demanding a rent for it, not nominal, 
nor trifling, but sufficiently onerous to be a material item in the calcula- 
tions of a farmer. What would then happen? Merely that the increase 
of produce, which the wants of society required, would for the time be 
obtained wholly (as 1t always 1s partially), not by an extension of cultiva- 
tion, but by an increased application of labour and capital to land already 
cultivated. 

Now we have already scen that this increased application of capital, 
other things being unaltered, 1s always attended with a smaller propor- 
tional return. We are not to suppose some new agricultural invention 
made precisely at this juncture: nor a sudden extension of agricultural 
shill and knowledge, bringing into more general practice, just then, 
inventions already in paitial use. We aie to suppose no change, except 
a demand for mote corn, and a consequent rise of its price. The mse of 
puce enables measures to be ,taken for increasing the produce, which 
could not have been taken with profit at the previous price. ‘The farmer uses 
moe expensive manures; or manures land which he formerly left to 
nature ; or procures lime or marl from a distance, as a dressing for the 
soul; or pulverizes or weeds it more thoroughly; or drains, irmgates, or 
subsoils portions of 1t, which at former puices would not have paid the 
cost of the operation ; and so forth These things, or some of them, are 
done, when, more food being wanted, cultivation has no means of ex- 
panding itself upon new lands. And when the impulse 1s given to extract 
an increased amount of produce from the soul, the farmer or improver will 
only consider whether the outlay he makes for the purpose will be returned 
to him with the ordinary profit, and not whether any surplus will remain 
forient. ven, therefore, if 1t were the fact, that there 1s never any dand 
taken into cultivation, for which rent, and that too of an amount worth 
taking into consideration, was not paid; it would be true, nevertheless, 
that there is always some ag77cultural capital which pays no rent, because 
iticturns nothing beyond the ordinary rate of profit: this capital being 
the portion of capital last applied—that to which the last addition to the 
produce was due ; or (to express the essentials of the case in one phrase), 
that which is applied in the least favourable circumstances. But the same 
amount of demand, and the same price, which enable this least productive 
portion of capital barely to replace itself with the, ordinary profit. enable 
evcry other portion to yield a surplus, proportioned to the advantage it 
possesses. And this surplus it 1s, which competit:on enables the landlord 
to appropriate. The rent of all land 1s measured by the excess of the 
retuin to the whole capital employed on it, above what is necessary to 
replace the capital with the ordinary rate of profit, or in other words, 
above what the same capital would yield if it were all employed in as 
disadvantageous circumstances as the least pioductive portion of it: 
whether that least productive portion of capital 1s rendered so by being 
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employed on the worst soil, or by being expended in extorting more 
produce from land which already yielded as much as it could be made to 
part with on easy terms. 

It is not pretended that the facts of any concrete case conform with 
absolute precision to this or any other scientific principle. We must 
never forget that the truths of political economy are truths only in the 
rough. Its not, for example, strictly true that a farmer will cultivate no 
land, and apply no capital, which returns less than the ordinary profits. 
He will expect the ordinary profits on the bulk of his capital. But when 
he has cast 1n his lot with his faim, and bartered his skill and exertions, 
once for all, against what the farm will yield to him, he will probably be 
willing to expend capital on it (for an immediate return) in any manner 
which will afford him a suiplus profit, however small, beyond the value of 
the risk, and the interest which he must pay for the capital if borrowed, 
or can get for it elsewhere if it 1s his own. But a new farmer, entering 
on the land, would make his calculations differently, and would not 
commence unless he could expect the full rate of ordinary profit on all the 
capital which he intended embarking in the enterprise. Again, prices 
may range higher or lower during the currency of a lease, than was 
expectcd when the contract was macs, and the land, therefore, may be 
over or under-1ented : and even when the lease expires, the landlord may 
be unwilling to grant a necessary diminution of rent, and the farmer, 
rather than relinquish his occupation, or scek a farm elsewhere when all 
are occupied, may consent to yo on paysng too higha rent. Irregulari- 
ties like these we must always expect: it is impossible in_ political 
economy to obtain general theorems embracing the complications of 
circumstances which may affect the result in an individual case. The 
laws which we are enabled to lay down respecting rents, profits, wages, 
prices, are only true in so far as the persons concerned are free from the 
influence of any other motives than those arising from the general 
circumstances of the case, and are guided, as to those, by the ordinary 
mercantile estimate of profit and loss. Applying this twofold supposition 
to the case of farmers and landlords, it will be true that the farmer 
requires the ordinary rate of profit on the whole of his capital; that 
whatever it returns to him beyond this he 1s obliged to pay to the land- 
lord, but will not consent to pay more ; that there is a portion of capital 
applied to agriculture in such circumstances of productiveness as to yield 
only the ordinary profits ; and that the difference between the pioduce of 
this, and of any other capital of similar amount, is the measure of the 
tribute which that other capital can and will pay, under the name of rent, 
to the landlord. ‘his constitutes a law of rent, as near the truth as such 
a law can possibly be: though of course modified or disturbed in indi- 
vidual cases, by pending contracts, individual miscalculations, the in- 
fluence of habit, and even the particular feelings and dispositions of the 
persons concerned. 

§ 5 A remarkis often made, which must not here be omitted, although, 
I think, more importance has been attached to it than it ments. Under 
the name of rent, many payments are commonly included, which are not 
a remuneration for the original powers of the land itself, but for capital 
expended on it. The additional rent which land yields in consequence 
of this outlay of capital, should, in the opinion of some writers, be 
regarded as profit, not rent. But before this can be admitted, a distinc- 
tion must be made. The annual payment by a tenant almost always 
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includes a consideration for the use of the buildings on the farm; not 
only barns, stables, and other outhouses, but a house to live in, not to 
speak of fences and the like. The landlord will ask, and the tenant give, 
for these, whatever is considered sufficient to yield the ordinary profit, or 
rather (risk and trouble being here out of the question) the ordinary 
interest, on the value of the buildings; that is, on what it has cost to 
erect them, or rather, on what 1t would now cost to erect others as good : 
the tenant being bound, in addition, to leave them in as good repair as 
he found them, for otherwise a much larger payment than simple interest 
would of course be required from him. These buildings are as distinct a 
thing from the farm, as the stock or the timber on it ; and what is paid for 
them can no more be called rent of land, than a payment for cattle would 
be, if it were the custom that the landlord should stock the farm for the 
tenant. The buildings, like the cattle, are not land, but capital, regularly 
consumed and reproduced ; and all payments made in consideration for 
them are properly interest. 

But with regard to capital actually sunk in improvements, and not 
requiring periodical renewal, but spent once for all in giving the land a 
permanent increase of productiveness, it appears to me that the return 
made to such capital loses altogether the character of profits, and is 
governed by the principles of rent. It is true that a landlord will not 
expend capital in improving his estate unless he expects from the im- 
provement an increase of income, surpassing the interest of his outlay. 
Prospectively, this increase of jncome may be regarded as profit; but 
when the expense has been incuired, and the improvement made, the 
rent of the improved land is governed by the same rules as that of the 
unimproved. Equally fertile land commands an equal rent, whether its 
fertility is natural or acquired ; and I cannot think that the incomes of 
those who own the Bedford Level or the Lincolnshire Wolds, ought to be 
called profit and not rent because those lands would have been worth 
next to nothing unless capital had been expended on them. The owners 
are not capitalists, but landlords ; they have parted with their capital ; 
it is consumed, destroyed ; and neither is, nor 1s to be, returned to them, 
hike the capital of a farmer or manufacturer, from what it produces. In 
lieu of it they now have land, of a certain richness, which yields the same 
rent, and by the opcration of the same causes, as if it had possessed from 
the beginning the degree of fertility which has been artificially given to it. 

An American political economist of merit, Mr. H. C. Carcy,* takes 
away, still more completely than I have“attempted to do, the distinction 
between these two sources of rent, by reyecting one of them altogether: 
he considers all rent as the effect of capital expended. In proof of this, 
he contends that the whole pecuniary value of all the land in any country, 
in England for instance, or in the United States, does not amount to 
anything approaching to the sum which has been laid out, or which it 
would even now be necessary to lay out, in order. to bring the country to 
its present condition from a state of primeval forest. This assertion at 
first sight presents itself as a most startling paradox, seeming to imply, 
that the lands of all countries, taken on the average, are not worth what 
has been laid out in improving them; and that, to the proprietors, the 
improvement of land has on the whole been a miscalculation. But on 


* Principles of Political Economy, Part the First, ‘Of the Laws of the Prodag: 
tion and Distribution of Wealth,’ 
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examining Mr, Carey’s data, it appears that he by no means asserts this. 
In his estimate of the capital sunk in the land, he includes all which has 
been laid out in making roads and canals ; that 1s, not in adding to the 
value of land already occupied, but in rendeiing other and rival lands 
accessible. Making up the account on this principle, the result brought 
out by Mr. Carey is perhaps correct, and if it is not, easily might be so. 
Roads and canals are not constructed to raise the value of the land which 
already supphes the markets, but (among other purposes) to cheapen the 
supply, by letting in the produce of other and more distant lands ; and 
the more effectually this purpose is attained, the lower rent will be. If 
we could imagine that the railways and canals of the United States, 
instead of only cheapening communication, did their business so effec- 
tually as to annihilate cost of carriage altogether, and enable the produce 
Of Michigan to reach the maiket of New York as quickly and cheaply as 
the produce uf Lang Island—the whole value of all the land of the United 
States (except such as tico ennvenient for building) would be annihilated ; 
or rather, the best would only SCll for the expense of cleaiing, and the 
government tax of a dollar and a quarter per acre; synce land in Michi- 
gan, equal to the best in the United States, may be had in unhmited 
abundance by that amount of outlay. But it is strange that Mr Carey 
should think this fact inconsistent with the Ricardo theory of rent. Ad- 
mitting all that he asserts, it 1s still true that as long as there is land 
which yields no rent, the land which does yield rent, docs so in conse- 
quence of some advantage which it enjoys, in fertility or vicinity to 
markets, over the other; and the measure of its advantage is also the 
measure of its rent. And the cause of its yielding rent, is that it possesses 
a natural monopoly; the quantity of land, as favourably circumstanced 
as itself, not being sufficient to supply the market. These propositions 
constitute the theory of rent lard down by Ricardo ; and if they are tiue, 
I cannot see that it signifies much whether the rent which the land yields 
at the present time is greater or less than the interest of the capital 
which has been laid out to raise its value, together with the interest of 
the capital which has been laid out to lower its value. This secms to me 
an altogether unimportant question.* 


* In a more recent work, entitled ‘The Past, the Present, and the Future,’ Mr. 
Carey takes another ground of olyection to the Ricardo theory of rent, namely, 
that in point of historical fact, the lands fiist brought under cultivation are not the 
most fertile, but the barren lands. ‘ We find the settler invauiably occupying the 
high and thin Jands requiring jittle clearmg and no drainage; those which can 
yield but a small return to labour ; and as ins aniably travelling down the lills, and 
clearing and draining the lower and richer lands as population and wealth increase. 
» + « When populaticn 1s small, and Jand consequently abundant, the work of 
cultivation is, and always murt be, commenced upon the poorcr soils. With the 

> growth of population and wealth other soils yielding a larger return to labour are 
, always brought into activity, with a constantly increasing return to the labour ex- 
pended upon them.’ ° 

It is true that the lands which require the greatest amount of clearing and 
draining are seldom the first culluvated: 1t is probably the fact, that in new 
countries cultivation usually begins on the hills, and descends fiom these to the 
valleys ; and for this 1eason it may not unfrequently happen (though ceitainly not 
hy any invariable law) that the richest lands remam longer unoccupied than othcis 
which are less naturally productive, even in proportion to the smaller amount of 
labour and outlay which their cultivation requires. Mr. Catey, howcver, will 
hardly pretend that in any old country the unculuvated Jands are generally those 
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Mr. Carey’s objection, however, has at least thought and originality, 
and in that respect differs from the arguments commonly met with against 
the theory of rent ; a theorem which may be called the fons asznorum of 
political economy, for there are, I am inclined to think, few persons who 
have refused their assent to it, except fiom not having thoroughly under- 
stood it. The loose and inaccurate way in which it 1s often apprehended 
by those who affect to refute it, 15 very remarkable. Manv, for instance, 
have imputed absurdity to Mr Ricardo’s theory, because it is absuid to 
say that the cv/t#vation of infe1ior land 1s the cause of rent on the 
superior. Mr. Ricardo does not say that itis the cultivation of inferior 
land, but the secessity of cultivating \t, from the sufficiency of the 
superior land to feed a growing population: between which and the 
proposition imputed to him theie 1s no Jess a difference than that between 
demand and supply. Others again allege as an objection again Kicardo, 
that if all land were of equal fertility, it might st yieid a rent. But 
Ricardo says precisely the same. He srye chat if all lands were equally 
fertile, those which are nearer vo their matket than others, and are 
therefore less burthuncd with cost of camiaze, would yield a icnt 
equivalent to this advantage ; and that the land yielding no rent would 
then be, not the least fertile, but the least advantageously situated, which 
the wants of the community required to be brought into cultivation. It is 
also distinctly a portion of Ricardo’s doctrine, that even apait from 
differences of situation, the land of a country supposed to be of uniform 
fertility would, all of it, on a ceitain supposition, pay rent : namely, if the 
demand of the community required that it should all be cultivated, and 
cultivated beyond the point at which a further application of capital 
begins to be attended with a smaller proportional return. It would be 
difficult to show that the whole land of a country can yield a rent on any 
other supposition. 





which would pay best for cultivation. But let us even concede the point, and 
suppose with Mr. Carey that the progress of cultivation is upwards, from the barren 
to the fertile lands, not downwards, from the fertile to the barren; and that the 
wastes (for example) of England, Scotland, and Ireland are precisely the portions 
of those countries which are destined hereafter to become the most largely re- 
munerative of the labour employed on them. This, it will be admitted, is no 
trifling concession ; but even this would form no olyection to the law of rent as laid 
down in the present chapter. If Dartmoor or Shap Fells are really the most 
fertile Jand in England, when they come to be cultivated they will yield the highest 
rent, and the lands which at that time will pay no rent will probably be the Essex 
Levels and the Carse of Gowrie. In whatever order the lands come into cultiva- 
tion, those which when cultivated yield the least return, in proportion to the 
Jabour required for their culture, will always regulate the price of agricultural pro- 
duce ; and all other lands will pay a rent simply equivalent to the excess of their 
produce over this mintmum. Whatever unguarded expressions may have been 
occasionally used in describing the law of rent, these two propositions are all that 
were ever intended by it. 

If indeed Mr. Carey could show that the return to labour fiom the land, agricul- 
tural skill and science being supposed the same, 1s not a diminishing return, he 
would overthrow a principle much more fundamental than any law of rent. But 
in this he has wholly failed. Its not pretended that this natural law applies to a 
very early stage in the clearing and settlement of a country ; and in this stage only 


have Mr, Carey’s objections any shadow of foundation in the real order of the 
facts, 


RENT, 297 


§ 6. After this view of the nature and causes of rent, let us turn back to 
the subject of profits, and bring up for reconsideration one of the pro- 
positions laid down inthe last chapter. We there stated, that the advances 
of the capitalist, or in other words, the expenses of production, consist 
solely in wages of labour; that whatever portion of the outlay is not 
wages, 1s previous profit, and whatever is not previous profit, is wages. 
Rent, however, being an element which it is impossible to resolve into 
either profits or wages, we were obliged, for the moment, to assume that 
the capitalist 1s not required to pay rent—to give an equivalent for the 
use of an appropriated natural agent: and J undertook to show in the 
proper place, that this is an allowable supposition, and that rent does not 
really form any part of the expenses of production, or of the advances of 
the capitalist. The grounds on which this assertion was made are now 
apparent. It is true that all tenant farmers, and many other classes of 
producers, pay rent. But we have now seen, that whoever cultivates land, 
paying a rent for it, gets in return for his rent an instrument of superior 
power to other instruments of the same kind for which no rent 1s paid. 
The superiority of the instrument 1s In exact proportion to the rent paid 
for it. Ifa few persons had steam-engines of superior power to all others 
in existence, but limited by physical laws to a number short of the 
demand, the rent which a manufacturer would be willing to pay for one 
of these steam-enginces could not be looked upon as an addition to his 
outlay, because by the use of it he would save in his other expenses the 
equivalent of what it cost him: without,it he could not do the same 
quantity of work, unless at an additional expense equal to the rent. The 
same thing is true of land. The real expenses of production are those 
incurred on the worst land, or by the capital employed in the least 
favourable circumstances. Th:s land or capital pays, as we have seen, no 
rent. Whoever does pay rent, gets back its full value in extra advantages, 
and the rent which he pays does not place him in a worse position than, 
but only in the same position as, his fellow-producer who pays no rent, 
but whose instrument 1s one of inferior efficiency. 

We have now completed the exposition of the laws which regulate the 
distribution of the produce of land, labour, and capital, as far as it is 
possible to discuss those laws independently of the instrumentality by 
which in a civilized society the distribution is effected ; the machinery of 
Exchange and Price. The more complete elucidation and final confirma- 
tion of the laws which we have laid down, and the deduction of their most 
important consequences, must be preceded by an explanation of the nature 
and working of that machinery—a subject so extensive and complicated 
as to require a separate Book, 


298 EXCHANGE, 


BOOK IIT—EXCHANGE. 


CHAPTER I. 
OF VALUE. 


§ r, THE subject on which we are now about to enter fills so important 
and conspicuous a position in political economy, that in the apprehension 
of some thinkers its boundaries confound themselves with those of the 
science itself. One eminent writer has proposed as a name for Political 
Economy, ‘Catallactics, or the science of exchanges: by others it has 
been called the Science of Values. If these denominations had appeared 
to me logically correct, I must have placed the discussion of the elementary 
laws of value at the commencement of our inquiry, instead of postponing 
it to the Third Part ; and the possibility of so long deferring it 1s alone a 
sufficient proof that this view of the nature of Political Economy 1s too 
confined. It is true that in the preceding Books we have not escaped the 
necessity of anticipating some small portion of the theory of Value, 
especially as to the value of labour and of land. It is nevertheless evident, 
that of the two great departments of Political Economy, the production of 
wealth and its distribution, the consideration of Value has to do with the 
latter alone ; and with that, only so far as competition, and not usage or 
custom, is the disturbing agency. The conditions and laws of Production 
would be the same as they are, if the arrangements of society did not 
depend on Exchange, or did not admit of it. Even in the present system 
of industrial life, in which employments are minutely subdivided, and all 
concerned in production depend for their remuneration on the ait of a 
particular commodity, exchange is not the fundamental law of the dis- 
tribution of the produce, no more than roads and carriages are the 
essential laws of motion, but merely a part of the machinery for effecting 
it. To confound these ideas, seems to me, not only a logical, but a 
practical blunder. It is a case of the error too common in political 
economy, of not distinguishing between necessities ausing from laws of 
nature, and those created by social arrangements : an error, which appears 
to me to be at all times producing two opposite mischiefs ; on the one 
hand, causing political economists to class the merely temporary truths of 
their subject among its permanent and universal laws ; and on the other, 
leading many persons to mistake the permanent laws of Production (such 
as those on which the necessity is grounded of restraining population) for 
temporary accidents arising from the existing constitution of society— 
which those who would frame a new system of soéial arrangements, are at 
liberty to disregard. 

In a state of society, however, in which the industrial system is entirely 
founded on purchase and sale, each individual, for the most part, living 
not on things in the production of which he himself bears a part, but on 
things obtained by a double exchange, a sale followed by a purchase—the 
question of Value is fundamental. Almost every speculation respecting 
the economical interests of a society thus constituted, implies some theory 
of Value: the smallest error on that subyect infects with corresponding 
error all our other conclusions; and anything vague or misty in our 
conception of it, creates confusion and uncertainty in everything else, 
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Happily, there is nothing in the laws of Value which remains for the 
present or any future writer to clear up; the theory of the subject is 
complete: the only difficulty to be overcome 1s that of so stating it as to 
solve by anticipation the chief perplexities which occur in applying it: 
and to do this, some minuteness of exposition, and considerable demands 
mn the patience of the reader, are unavoidable. He will be amply repaid, 
however (if a stranger to these inquiries), by the ease and rapidity with 
which a thorough understanding of this subject will enable him to fathom 
most of the remaining questions of political economy. 

§ 2. We must begin by settling our phraseology. Adam Smith, in a 
passage often quoted, has touched upon the most obvious ambiguity of 
the word value ; which in one of its senses, signifies usefulness, in another, 
power of purchasing ; in his own language, value in use and value in 
exchange. But (as Mr. De Quincey has remarked) in illustrating this 
double meaning, Adam Smith has himself fallen into another ambiguity. 
Things (he says) which have the greatest value in use have often little or 
no value in exchange; which is true, since that which can be obtained 
without labour or sacrifice will command no price, however useful or 
needful it may be. But he proceeds to add, that things which have the 
greatest value in exchange, as a diamond for example, may have little or 
no value in use. This 1s employing the word use, not in the sense in 
which political economy ss concerned with it, but in that other sense in 
which use is opposed to pleasure. Political economy has nothing to do 
with the comparative estimation of différent uses 1n the judgment of a 
philosopher or of a moralist. The use of a thing, in political economy, 
means Its capacity to satisfy a desire, or serve a purpose. Diamonds have 
this capacity in a high degree, and unless they had it, would not bear any 
price. Value in use, as Mr. De Quincey calls it, ¢e/eologic value, is the 
extreme limit of value in exchange. The exchange value of a thing may 
fall short, to any amount, of its value in use ; but that it can ever exceed 
the value in use, implies a contradiction ; it supposes that persons will 
give, to possess a thing, more than the utmost value which they themselves 
put upon it, as a means of gratifying their inclinations, 

The word Value, when used without adjunct, always means, in political 
economy, value in exchange ; or as 1t has been called by Adam Smith and 
his successors, exchangeable value, a phrase which no amount of 
authority that can be quoted for it can make other than bad English. Mr. 
“ Quincey substitutes the term Exchange Value, which is unexception- 
able. 

Exchange value requires to be distinguished from Price. The words 
Value and Price were used as synonymous by the early political econo- 
mists, and are not always discriminated even by Ricardo. But the most 
accurate modern writefs, to avoid the wasteful expenditure of two good 
scientific terms on a gingle idea, have employed Price to express the value 
of a thing in relation to money; the quantity of money for which it will 
exchange. By the price of a thing, therefore, we shall henceforth under- 
Stand its value in money ; by the value, or exchange value of a thing, its 
general power of purchasing ; the command which its possession gives 
over purchaseable commodities in general. 

§ 3. But here a fresh demand for explanation presents itself. What is 
meant by command over commodities in general? The same thing 
exchanges for a great quantity of some commodities, and for a very small 
quantity of others, A suit of clothes exchanges for a great quantity 
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of bread, and for a very small quantity of precious stones. The value of 
a thing in exchange for some commodities may be nising, for others 
falling A coat may exchange for less bread this year than last, if the 
harvest has been bad, but for more glass or iron, if a tax has been taken 
off those commodities, or an improvement made in their manufacture. 
Has the value of the coat, in these circumstances, fallen or risen? It is 
impossible to say: all that can be said 1s, that it has fallen in rclation to 
one thing, and risen in respect to another. But there 1s another case, in 
which no one would have any hesitation in saying what sort of change had 
taken place in the value of the coat namely, if the cause in which the 
disturbance of exchange values originated, was something directly affect- 
ing the coat itself, and not the bread, or the glass. Suppose, for example, 
that an invention had been made in machinery, by which broadcloth 
could be woven at half the former cost. The effect of this would be to 
lower the value of a coat, and if lowered by this cause, it would be 
lowered not in relation to bread only or to glass only, but to all purchase- 
able things, except such as happened to be affected at the very time by 
a similar depressing cause. We should therefore say, that there had been 
a fall in the exchange value or general puichasing power of a coat. The 
idea of general exchange value originates in the fact, that there really are 
causes which tend to alter the value of 4 thing in exchange for things 
generally, that 1s, for all things which are not themselves acted upon by 
causes of similar tendency. ‘ 

In considering exchange value scientifically, it is expedient to abstract 
from all causes except those which originate in the very commodity under 
consideration. Those which originate in the commodities with which we 
compare it, affect its value in relation to these commodities ; but those 
which originate in itself, affect :ts value in relation to all commodities. In 
order the more completely to confine our attention to these last, 1t is con- 
venient to assume that all commodities but the one in question remain 
invariable in their relative values. When we are considering the causes 
which raise or lower the value of corn, we suppose that woollens, silks, 
cutlery, sugar, timber, etc., while varying in their power of purchasing 
corn, remain constant in the proportions in which they exchange for one 
another. On this assumption, any one of them may be taken as a repre- 
sentative of all the rest : since in whatever manner corn varies in value 
with respect to any one commodity, 1t valics in the same manner and 
degree with respect to every other; and the upward or downward move- 
ment of its value estimated in some one thing, 15 all that needs be 
considered. Its moncy value, therefore, or price, will repiesent as well as 
anything else its general exchange value, or purchasing power ; and fiom 
an obvious convenience, will often be employed ly us in that representa- 
tive character; with the proviso that money itself do not vary in its 
general purchasing power, but that the prices of all things, other than 
that which we happen to be considering, remain unaltered. 

§ 4. The distinction between Valuc and Piice, as we have now 
defined them, 1s so obvious, as scaicely to seem in need of any illustra- 
tion. But in political economy the gicatest errors arise from overlooking 
the most obvious truths. Simple as this distinction is, it has consequences 
with which a reader unacquainted with the subject would do well to 
begin early by mayne himself thoroughly familiar. The following is one 
of the principal. ere 1s such a thing as a general rise of prices. All 
commodities may rise in their money price. But there cannot be a 
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general rise of values. It is a contradictioa in terms. A can only rise in 
value by exchanging for a greater quantity of B and C; in which case 
these must exchange for a smaller quantity of A. All things cannot rise 
relatively to one another. If one-half of the commodities in the market 
rise in exchange value, the very terms imply a fall of the other half; and 
reciprocally, the fall implies a rise. Things which are exchanged for one 
another can no more all fall, or all rise, than a dozen runners can each 
outrun all the rest, or a hundred trees all overtop one another. Simple as 
this truth 1s, we shall presently see that it is lost sight of in some of the 
most accredited doctrines both of theorists and of what are called practical 
men. And as a first specimen, we may instance the great importance 
attached in the imagination of most people to a mse or fall of gencral 
pnces. Because when the price of any one commodity nses, the circum- 
stance usually indicates a rise of its value, people have an indistinct feeling 
when all prices rise, as if all things simultaneously had risen 1n value, and 
all the possessors had become enriched. That the money pnices of all 
things should rise or fall, provided they all rise or fall equally, 1s in itself, 
and apart from existing contracts, of no consequence. It affects nobody’s 
wages, profits, or rent. Every one gets more moncy in the one case, and 
less in the other; but of all that 1s to be bought with money they 
get neither more nor less than before. It makes no other difference than 
that of using more or fewer counters to reckon by The only thing which 
in this case 1s really altered in value, 1s money ; and the only persons who 
either gain or lose are the holders of mdney, or those who have to reccive 
or to pay fixed sums of it. There is a difference to annuitants and to 
creditors the one way, and to those who are burthened with annuities, or 
with debts, the contrary way. There 1s a disturbance, in short, of fixed 
money contracts; and this is an evil, whether it takes place in the 
debtor's favour or in the creditor’s. But as to future transactions thcie is 
no difference to any one. Let it therefore be remembered (and occasions 
will often arise for calling it to mind) that a general nse or a general fall 
of values 1s a contradiction ; and that a general mse or a general fall of 
prices 1s merely tantamount to an alteration in the value of money, and 1s 
a matter of complcte indifference, save in so far as it affects eaisting con- 
tracts for receiving and paying fixed pecumiary amounts. 

§ 5. Before commencing the inquiry into the laws of value and price, 1 
have one further observation to make. I must give warning, once for all, 
that the cases I contemplate are those in which values and prices aie 
determined by competition alone. In so far only as they are thus deter- 
mined, can they be reduced to any assignable law. ‘The buyers must be 
supposed as studious to buy cheap, as the sellers to sell dear The values 
and prices, therefore, to which our conclusions apply, are mercantile 
values and prices ; stitch plices as are quoted in piice-currents ; prices in 
the wholesale markets, in which buying as well as selling 1s a matte: of 
business ; in which the buyers take pains to know, and genetally do 
know, the lowest price at which an article of a given quality can be 
obtained ; and in which, therefore, the axiom is true, that there cannot be, 
for the same article, of the same quality, two prices in the same matket. 
Our propositions will be true, im a much more qualified sense, of retail 
prices ; the prices paid in shops for articles of peisonal consumption. 
For such things there often are not merely two, but many prices, in 
different shops, or even in the same shop ; habit argl accident having as 
much to do in the matter as general causes. Purchases foi private use, 
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even by people in business, are not always made on business principles : 
the feelings which come into play in the operation of getting and 1n that 
of spending their income, are often extremely different. Either from 
indolence, or insouciance, or because people think it fine to pay and ask 
no questions, three-fourths of those who can afford it give much higher 
prices than necessary for the things they consume ; while the poor often 
do the same from ignorance and defect of judgment, want of time for 
searching and making inquiry, and not unfrequently from coercion, open 
or disguised. For these reasons, retail prices do not follow, with all the 
regularity which might be expected, the action of the causes which 
determine wholesale prices. The influence of those causes 1s ultimately 
felt in the retail markets, and is the real source of such variations in retail 
prices as are of a general and permanent character. But there 1s no 
regular or exact correspondence. Shoes of equally good quality are sold 
in different shops at prices which differ considerably ; and the price of 
leather may fall without causing the richer class of buyers to pay less for 
shoes Nevertheless, snoes do sometimes fall in price ; and when they 
do, the cause is always some such general circumstance as the cheapening 
of leather: and when Icather 1s cheapened, even if no difference shows 
itself in shops frequented by rich people, the artisan and the labourér 
generally get their shoes cheaper, and there 1s a visible dimmution in the 
contract prices at which shoes are delivered for the supply of a workhouse 
or of a regiment. In all reasoning about prices, the proviso must be 
understood, ‘supposing all parties to take care of their own interest.’ 
Inattention to these distinctions has led to improper applications of the 
abstract principles of political economy, and still oftener to an undue 
discrediting of those principles, through their being compared with a 
different sort of facts from those which they contemplate, or which can 
fairly be expected to accord with them. 


CHAPTER II. 
OF DEMAND AND SUPPLY, IN THEIR RELATION TO VALUE. 


S11. THAT a thing may have any value in exchange, two conditions are 
necessary It must be of some use; that 1s (as already explained) it must 
conduce to some purpose, satisfy some desire. No one will pay a price, 
or part with anything which serves some of his purposes, tu obtain a thing 
which serves none of them. But, secondly, the thing must not only have 
some utility, there must also be some difficulty in its attamment. ‘Any 
article whatever,’ says Mr. De Quincey,* ‘to obtain that artificial sort of 
value which is meant by exchange value, must beg'n by offering itself as 
a means to some desirable purpose ; and secondly, even though possessing 
incontestably this preliminary advantage, it will never extend to an ex- 
change value in cases where it can be obtained gratuitously and without 
effort ; of which last terms both are necessary as limitations. For often 
it will happen that some desirable olycct may be obtained gratuitously ; 
stoop, and you may gather it at your fect ; but still, because the continued 
iteration of this stooping exacts a laborious effort, very soon it is found, 
that to gather for yourself virtually is not gratuitous. In the vast forests 

a 
* Logic of Political Economy, p. 13. 
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of the Canadas, at intervals, wild strawberries may be gratuitously gathered 
by shiploads: yet such is the exhaustion of a stooping postuic, and of a 
labour so monotonous, that everybody is soon glad to resign the service 
into mercenary hands.’ - 

As was pointed out in the last chapter, the utility of a thing in the 
estimation of the purchaser 1s the eatieme limit of its exchange value: 
higher the value cannot ascend ; peculiar circumstances are required to 
raise it so high This topic is happily illustrated by Mr. De Quincey. 
‘Walk into almost any possible shop, buy the fest article you see; what 
will determine its price? In ninety-nine cases out of a hundied, simply 
the element D—difficulty of attamment. The other element U, or intrinsic 
utility, will be perfectly inoperative. Let the thing (measured by its uses) 
be, for your purposes, worth ten guineas, so that you would rather give 
ten guineas than lose it: yet, 1f the difficulty of producing it be only 
worth one guinea, one gutnea is the price which it will bear. But still not 
the less, though U 1s inoperative, can U be supposed absent? By no 
epinaaee for, f it Aad been absent, assuiedly you would not have 
bought the article even at the lowest price. U acts upon yor, though 
\t does not act upon the price. On the other hand, in the hundredth 
tase, we will suppose the circumstances reversed: you are on Lake 
Saperior in a steam boat, making your way to an unsettled region &00 
natfes a-head of civilization, and consciously with no chance at all of 
purchasing any luxury whatsoever, little luxury or Lig luxury, for the 
space of ten years to come. One felléw-passenger, whom you will part 
with before sunset, has a powerful musical snuff-box ; knowing by ex- 
perience the power of such a toy over your own feelings, the magic with 
which at times it lulls your agitations of mind, you are vehemently 
desirous to purchase it. In the hour of leaving London you had forgot 
to do so: heic isa final chance. But the owner, aware of your situation 
not less than yourself, 1s determined to opcrate by a strain pushed to the 
very uttermost upon U, upon the intrinsic worth of the article in your 
individual estimate for your individual purposes. He will not hear of D 
as any controlling power or mitigating agency in the case; and finally, 
although at six guineas a-piece in London or Paris you might have loaded 
a waggon with such boxes, you pay sixty rather than lose it when the last 
knell of the clock has sounded, which summons you to buy now or to 
forfeit for ever. Here, as before, only one element 1s operative : before it 
was D, now itis U. But after all, D was not absent, though :moperative. 
The inertness of D allowed U to put forth its total effect. The practical 
compression of D being withdrawn, U springs up like water in a pump 
when released from the pressure of air. Yet still that D was present to 
your thoughts, though the price was otherwise regulated, is evident ; both 
because U and D mftist coexist in order to found any case of exchange 
value whatever, and because undeniably you take into very particular 
consideration this D, the extreme difficulty of attamment (which here is 
the greatest possible, viz, an impossibility), before you consent to have the 
price racked up to U. The special D has vanished ; but it 1s 1eplaced in 
your thoughts by an unlimited D. Undoubtedly you have submitted to 
U in extremity as the regulating force of the price; but it was under a 
sense of D's latent presence. Yet D is so far from exerting any positive 
force, that the retirement of D from all agency whatever on the piice— 
this it is which cicates as it were a perfect vacuwm, and through that 
vacuum U rushes up to its highest and ultimate gradation,’ 
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This case, in which the value is wholly regulated by the necessities or 
desires of the purchaser, 1s the case of strict and absolute monopoly ; in 
which, the article desired being only obtainable from one person, he can 
exact any cquivalent, short of the point at which no purchaser could be 
found But it 1s not a necessary consequence, even of complete monopoly, 
that the value should be forced up to this ultimate limit as will be seen 
when we have considered the law of value in so far as depending on the 
other clement, difficulty of attainment 

S2 The difficulty of attainment which dete:mines value, 1s not always 
the same kind of difficulty. It sometimes consists in an absolute limita 
tion of the supply. There are things of which it 1s physically impossible 
to inciease the quantity beyond certain narrow limits. Such aie those 
wines which can be grown only in peculiar circumstances of soil, climate, 
and exposure. Such also are ancient sculptures; pictures by the old 
misters ; rare books or coins, or other articles of antiquarian curiosity. 
Am ng such may also be reckoned houses and building-ground, in a town 
of definite extent (such as Venice, or any fortified town where fortifica- 
tions are necessaly to seculity), the most desuable sites in any town 
whatever; houses and parks peculiaily favoured by natural beauty, in 
places where that advantage 15 uncommon. Potentially, all land what- 
ever 15 a commodity of this class ; and myht be practically so, in countnes 
fully occupied and cultivated. 

But there 1s another category, (embracing the mapyority of all things 
that are bought and sold,) in whith the obstacle to attainment consists 
only in the labour and expense requisite to produce the commodity. 
Without a certain labour and expense it cannot be had; but when any 
one 1s willing to incur this, there needs be no limit to the muliplication of 
the product If there weie labourers enough and machinery enough, 
cottons, woollens. or linens might be produced by thousands of yards for 
every single yard now manufactured. There would be a point, no doubt, 
where further increase would be stopped by the incapacity of the carth to 
afford more of the material. But there is no need, for any purpose of 
political economy, to contemplate a time when this ideal |imit could 
become a practical one 

There 1s a third case, intermediate between the two preceding, and 
rather more complex, which I shall at present merely indicate, but the 
importance of which in political economy 1s extremely great. There are 
commodities which can be multiplied to an indefinite extent by labour and 
expenditure, but not bya fixed amount of labour and expenditure. Only 
a limited quantity can be produced at a given cost ; if more is wanted, it 
must be pioduced at a giecater cost. To this class, as has been often 
repeated, agricultural produce belongs ; and gencrally all the rude produce 
of the cath; and this peculianty is a source of ¢ery important conse- 
quences ; one of which 1s the necessity of a limit to population ; and 
another, the payment of rent. 

§ 3. These being the three classes, in one or other of which all things 
that are bought and sold must take their place, we shall consider them in 
their order. And first, of things absolutely muted in quantity, such as 
ancient sculptures or pictures. 

Of such things it is commonly said, that their value depends upon their 
scarcity: but the expression is not sufficiently definite to serve our 
purpose. Others say, with somewhat greater precision, that the value 
depends on the demand and the supply. But even this statement requires 
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much explanation, to make it a clear exponent of the relation between the 
value of a thing, and the causes of which that value 1s an effect. 

The supply of a commodity is an intelligible expression * it means the 
quantity offered for sale ; the quantity that is to be had, at a given time 
and place, by those who wish to purchase it. But what 1s meant by the 
demand? Not the mere desire for the commodity. A beggar may 
desire a pine-apple ; but his desire, however great, will have no influence 
on the price. Writers have therefore given a more limited sense to 
demand, and have defined it, the wish to possess, combined with the 
power of purchasing To distinguish demand sn this technical sense, 
from the demand which is synonymous with desire, they call the former 
effectual demand.* After this explanation, it 1s usually supposed that 
there remains no further difficulty, and that the value depends upon the 
ratio between the effectual demand, as thus defined, and the supply. 

These phrases, however, fail to satisfy any one who requires clear ideas, 
and a perfectly precise expression of them. Some confusion must always 
attach to a phrase so inappropriate as that of a rafo between two things 
not of the same denomination. What ratio can there be between a 
quantity and a desire, or even a desire combined with a power? A ratio 
between demand and supply is only intelligible if by demand we mean the 
quantity demanded, and if the ratio intended is that between the quantity 
demanded and the quantity supplied. But again, the quantity demanded 
is not a fixed quantity, even at the same fime and place ; 1t varies accord- 
ing to the value : if the thing is cheap, there is usually a demand for more 
of it than when it is dear. The demand, therefore, partly depends on the 
value. But it was before laid down that the value depends on the 
demand From this contradiction how shall we extncate ourselves? 
How solve the paradox, of two things, each depending upon the other ? 

Although the solution of these difficulties 1s obvious enough, the difficul- 
ties themselves are not fanciful; and I bring them forward thus _pro- 
minently, because I am ccitain that they obscurely haunt every smquirer 
into the subject who has not openly faced and distinctly realized them. 
Undoubtedly the true solution must have been frequently given, although 
I cannot call to mind any one who had given it before myself, except the 
eminently clear thinker and skilful expositor, J. B. Say. 1 should have 
imagined, however, that 1t must be familiar to all political economists, if 
the writings of several did not give evidence of some want of clearness on 
the point, and if the instance of Mr. De Quincey did not prove that the 
complete non-recognition and implied denial of it are compatible with 
great intellectual ingenuity, and close intimacy with the subject-matter. 

§ 4 Meaning, by the woid demand, the quantity demanded, and 
remembering that this is not a fixed quantity, but in general vanes 
according to the value, let us suppose that the demand at some pirticular 
time exceeds the supply, that is, there are persons ready to buy, at the 
market value, a greater quantity than is offered for sale. Competition 
takes place on the side of the buyers, and the value rises : but how much? 
In the ratio (some may suppose) of the deficiency : if the demand eaceeds 


* Adam Smith, who introduced the expression ‘effectual demand,’ employed it 
to denote the demand of those who are willing and able to give for the commodity 
what he calls its natural price, that is, the price which will enable it to be per- 
manently produced and brought to market.—See his chapter on Natural and 
Market Price (book i. ch. 7). 
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the supply by one-third, the value rises one-third. By no means: for 
when the value has risen one-third, the demand may still exceed the 
supply ; there may, even at that higher value, be a greater quantity 
wanted than is to be had; and the competition of buyers may still 
continue. If the article is a necessary of life, which, rather than resign, 
people are willing to pay for at any price, a deficiency of one-third may 
raise the price to double, triple, or quadruple.* Or, on the contrary, the 
competition may cease before the value has risen in even the proportion 
of the deficiency. A rise, short of one-third, may place the article beyond 
the means, or beyond the inclinations, of purchasers to the fu]l amount. 
At what point, then, will the rise be arrested? At the point, whatever it 
be, which equalizes the demand and the supply: at the piice which cuts 
off the extra third from the demand, or brings forward additional sellers 
sufficient to supply it. When, in either of these ways, or by a combination 
of both, the demand becomes equal and’no more than equal to the supply, 
the rise of value will stop. 

The converse case 1s equally simple. Instead of a demand beyond the 
supply, let us suppose a supply exceeding the demand. The competition 
will now be on the side of the sellers ; the extra quantity can only find a 
market by callimg forth an additional demand equal to itself. This is 
accomplished by means of cheapness ; the value falls, and brings the 
article within the reach of more numerous customers, or induces those 
who were already consumers to make increased purchases. The fall of 
value required to re-establish equality, is different in different cases. The 
kinds of things in which it is commonly greatest are at the two extremities 
of the scale ; absolute necessaries, or those peculiar luxunes, the taste for 
which is confined to a small class. In the case of food, as those who 
have already enough do not require more on account of its cheapness, 
but rather expend in other things what they save in food, the increased 
consumption occasioned by cheapness, carries off, as experience shows, a 
very small part of the extra supply caused by a good harvest ;f and the 
fall is practically arrested only when the farmers withdraw their corn, and 
hold it back in hopes of a higher price ; or by the operations of speculators 
who buy corn when it is cheap, and store it up to be brought forth when 
more urgently wanted. Whether the demand and supply are equalized 
by an increased demand, the result of cheapness, or by withdrawing a 
part of the supply, equalized they are in either case. 

Thus we see that the idea of a ratio, as between demand and supply, 
is out of place, and has no cuncern in the matter: the proper mathematical 
analogy is that ofan cguation Demand and supply, the quantity demanded 
and the quantity supphed, will be made equal. If unequal at any moment, 
competition equalizes them, and the manner in which this is done is b 
an adjustment of the value. If the demand increases, the value rises ; if 
the demand diminishes, the value falls : again, if the supply falls off, the 
value rises; and falls, if the supply is increased. The rise or the fall 


* ‘The price of corn in this country has risen from I00 to 200 per cent. and 
upwards, when the utmost computed deficiency of the crops has not been more 
than between one-siath and one-third below an average, and when that deficiency 
has been relieved by foreign supplies. If there should be a deficiency of the crops 
amounting to one-third, without any surplus from a former year, and without any 
chance of relief by importation, the price might rise five, six, or even ten-fold,’—~ 
Tooke's History of Prices, vol. i. pp. 13-5. 

{ See Tooke, and the Report of the Agricultural Committee in 1821 
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continues until the demand and supply are again equal to one another: 
and the value which a commodity will bring in any market, 1s no other 
than the value which, in that market, gives a demand just sufficient to 
carry off the existing or expected supply. 

This, then, is the Law of Value, with respect to all commodities not 
susceptible of being multiplied at pleasure. Such commodities, no doubt, 
are exceptions. ‘There 1s another law for that much larger class of things, 
which admit of definite multiplication. But it 1s not the less necessary to 
conceive distinctly and grasp firmly the theory of this exceptional case. 
In the first place, 1t will be found to be of great assistance in rendering 
the more common case intelligible. And in the next place, the principle 
of the exception stietches wider, and embraces more cases, than might at 
first be supposed. 

§ 5. There are but few commodities which are naturally and necessarily 
limited in supply. But any commodity whatever may be artificially so. 
Any commodity may be the subject of a monopoly: lke tea, in this 
country, up to 1834; tobacco in France, salt and opium in British India, 
at present. The price of a monopolized commodity 1s commonly supposed 
to be arbitrary ; depending on the will of the monopolist, and limited 
only (as in Mr. De Quincey’s case of the musical box in the wilds of 
America) by the buyer's extreme estimate of its worth to himself. This 1s 
In one sense true, but forms no exception, nevertheless, to the dependence 
on the value of supply and demand. The monopolist can fix the value as 
high as he pleases, short of what the consumer either could not or would 
not pay; but he can only do so by hmuiting the supply. The Dutch East 
India Company obtained a monopoly price for the produce of the Spice 
Islands, but to do so they were obliged, in good seasons, to destroy a 
portion of the crop. Had they persisted in selling all that they produced, 
they must have forced a market by reducing the price, so low, perhaps, 
that they would have received for the larger quantity a less total return 
than for the smaller: at least they showed that such was their opinion by 
destroying the surplus. Even on Lake Superior, Mr. De Quincey’s 
huckster could not have sold his box for sixty guineas, if he had 
possessed two musical boxes and desied to sell them both. Supposing 
the cost price of each to be six guineas, he would have taken seventy for 
the two in preference to sixty for one; that 1s, although his monopoly was 
the closest possible, he would have sold the boaes at thirty five guineas 
each, notwithstanding that sity was not beyond the buyer’s estimate of 
the article for his purposes. Monopoly value, theiefore, does not depend 
on any peculiar principle, but is a mere variety of the ordinary case of 
demand and supply. 

Again, although theye are few commodities which are at all times and 
for ever unsusceptible of increase of supply, any comihodity whatever may 
be temporarily so, and with some commodities this 1s habitually the case. 
Agricultural produce, for example, cannot be increased in quantity before 
the next harvest ; the quantity of corn already existing in the world is all 
that can be had for sometimes a year to come, During that interval, corn 
1S practically assimilated to things of which the quantity cannot be in- 
creased. In the case of most commodities, it requues a certain time to 
increase their quantity ; and if the demand increases, then until a corre- 
sponding supply can be brought forward, that is, until the supply can ac- 
commodate itself to the demand, the value will so rise as to accommodate 
the demand to the supply. 
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There is another case, the exact converse of this. There are some 
articles of which the supply may be indefinitely increased, but cannot 
be rapidly diminished. There are things so durable that the quantity 
in existence is at all times very great in comparison with the annual 
produce. Gold, and the more durable metals, are things of this sort ; 
and also houses. The supply of such things might of course be at once 
diminished by destroying them ; but to do this could only be the interest 
of the possessor if he had a monopoly of the article, and could repay 
himself for the destruction of a part by the increased value of the 
remainder. The value, therefore, of such things may continue for a long 
time so low, either from excess of supply or falling off in the demand, as 
to put a complete stop to further production ; the diminution of supply by 
wearing out being so slow a process, that a long time is requisite, even 
under a total suspension of production, to restore the orginal value. 
During that interval the value will be regulated solely by supply and 
demand, and will nse very gradually as the existing stock wears out, 
until there is again a remunerating value, and production resumes its 
course 

Finally, there are commodities of which, though capable of being 
increased or dimimshed to a great, and even an unlimited estent, the 
value never depends upon anything but demand and supply This 1s the 
case, in particular, with the commodity Labour: of the value of which we 
have treated copiously in the preceding Book : and there are many cases 
besides in which we shall find it necessary to call in this principle to 
solve difficult questions of exchange value. This will be particularly 
exemplified when we treat of International Values ; that 1s, of the terms 
of interchange between things produced in different countries, or, to 
speak more generally, in distant places. But into these questions we 
cannot enter until we shall have examined the case of commodities 
which can be increased in quantity indefinitely and at pleasure; and 
shall have determined by what law, other than that of Demand and 
Supply, the permanent or average values of such commodities are regulated. 
This we shall do in the next chapter. 


CHAPTER II. 
OF COST OF PRODUCTION, IN ITS RELATION TO VALUE, 


§ 1. WHEN the production of a commodity is the effect of Jabour and 
expenditure, whether the commodity is susceptible of unlimited multipli- 
cation or not, there is a minimum value which is the essential condition 
of its being permanently produced. The value at any particular time 1s 
the result of supply and demand ; and is always that which is necessary 
to create a market for the existing supply. But unless that value is 
sufficient to repay the Cost of Production, and to afford, besides, the 
ordinary expectations of profit, the commodity will not continue to be pro- 
duced. Capitalists will not go on permanently producing at a loss. 
They will not even go on producing at a profit less than they can live 
upon. Persons whose capital 1s already embarked, and cannot easily be 
extricated, will persevere for a considerable time without profit, and have 
been known to pew.evere even ata loss, in hopes of better times. But 
they will not do so indefinitely, or when there is nothing to indicate that 
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times aré likely to improve. No new capital will be invested in an 
employment, unless there be an expectation not only of some profit, but of 
a profit as great (regard being had to the degree of eligibility of the 
employment in other respects) as can be hoped for im any other occupa- 
tion at that time and place. When such profit 1s evidently not to be had, 
if people do not actually withdraw their capital, they at least abstain from 
replacing it when consumed. The cost of production, together with the 
ordinary profit, may therefore be called the necessary price, or value, of 
all things made by labour and capital. Nobody willingly produces 1n the 
prospect of loss. Whoever does so, does it under a miscalculation, which 
he corrects as fast as he 1s able. 

When a commodity is not only made by labour and capital, but can be 
made by them 1n indefinite quantity, this Necessary Value, the minimum 
with which the producers will be content, is also, if competition ts free, the 
maximum which they can expect. If the value of a commodity 1s such 
that it repays the cost of production not only with the customary, but with 
a higher rate of profit, capital rushes to share in this extra gain, and by 
increasing the supply of the article reduces its value. This is not a mere 
supposition or surmise, but a fact familiar to those conversant with com- 
mercial operations. Whenever a new line of business presents itself, 
offering a hope of unusual profits, and whenever any established trade or 
manufacture 1s beleved to be yielding a greater profit than customary, 
there 1s sure to be in a short time so large a production or importation of 
the commodity, as not only destroys the extra profit, but generally goes 
beyond the mak, and sinks the value as much too low as it had before 
been raised too high; until the oversupply is corrected by a total or 
partial suspension of further production. As I have already intimated,* 
these variations in the quantity produced do not presuppose or require 
that any person should change his employment. Those whose business 
is thriving, increase their produce by availing themselves more largely of 
their credit, while those who are not making the ordinary profit, restrict 
their operations, and (in manufacturing phrase) work short time. In this 
mode is surely and speedily effected the equalization, not of profits 
perhaps, but of the expectations of profit, in different occupations. 

As a general rule, then, things tend to exchange for one another at such 
values as will enable each producer to be repaid the cost of production 
with the ordinary profit ; in other words, such as will give to all producers 
the same rate of profit on their outlay. But in order that the profit may 
be equal where the outlay, that is, the cost of production, 1s equal, things 
must on the average exchange for one another in the ratio of their cost of 
production ; things of which the cost of production is the same, must be 
of the same value. Kor only thus will an equal outlay yield an equal 
return, Ifa farmer with a capital equal to 1000 quarters of corn, can pio- 
duce 1200 quarters, yielding him a profit of 20 per cent. ; whatever else 
can be produced in the same time by a capital of 1000 quarters, must be 
worth, that is, must exchange for, 1200 quarters, otherwise the producer 
would gain cither more or less than 20 per cent. 

Adam Smith and Ricardo have called that value of a thing which is 
py pegs) to its cost of production, its Natural Value (or its Natural 

rice). They meant by this, the point about which the value oscillates, 
and to which it always tends to return ; the central value, towards which, 


* Supra, p. 284. 
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as Adam Smith expresses it, the market value of a thing is constantly 
gravitating ; and any deviation from which 1s but a temporary irregularity, 
which, the moment it exists, sets forces in motion tending to correct it. 
On an average of years, sufficient to enable the oscillations on one side of 
the central line to be compensated by those on the other, the market 
value agrees with the natural value; but it very seldom coincides exactly 
with it at any particular time. The sea everywhere tends to a level ; but 
it never 1s at an exact level; its surface 1s always rutfled by waves, and 
often agitated by storms. It is enough that no point, at least in the open 
sea, 1s permanently higher than another. Each place is alternately ele- 
vated and depressed ; but the ocean preserves its level. 

§ 2. The latent influence by which the values of things are made to 
conform in the long run to the cost of production, is the vaiiation that 
would otherwise take place in the supply of the commodity. That supply 
would be increased if the thing continued to sell above the ratio of its cost 
of production, and would be diminished 1f it fell below that ratio. But we 
must not therefore suppose it to be necessary that the supply should 
actually be either dimimshed or increased. Suppose that the cost of 

roduction of a thing 1s cheapened by some mechanical invention, or 
increased by a tax. The value of the thing would in a hittle time, if not 
immediately, fall in the one case, and 11se in the other; and it would do 
so, simply because if it did not, the supply would in the one case be in- 
cieased, until the price fell, in the other diminished, until it rose. For 
this reason, and from the erroncous notion that value depends on the 
proportion between the demand and the supply, many persons suppose 
that this proportion must be altered whenever there 1s any change in the 
value of the cemmodity ; that the value cannot fall through a diminution 
of the cost of production, unless the supply is permanently increased ; nor 
rise, unless the supply 1s permanently diminished. But this 1s not the 
fact: there 1s no need that there should be any actual alteration of 
supply ; and when there is, the alteration, if permanent, is not the cause 
but the consequence of the alteration in value. If, mdeed, the supply 
could not be increased, no diminution in the cost of production would 
lower the value: but there is by no means any necessity that 1t showdd. 
The mere possibility often suffices ; the dealers are awaie of what would 
happen, and their mutual competition makes them anticipate the result by 
lowering the price. Whether there will be a greater permanent supply of 
the commodity after its production has been cheapened, depends on quite 
another question, namely, on whether a greater quantity 1s wanted, at the 
reduced value. Most commonly a greater quantity 1s wanted, but not 
necessarily. ‘A man,’ says Mr. De Quincey,* ‘buys an article of instant 
applicability to his own purposes the more readily and the more largely as 
it happens to be cheaper. Silk handkerchiefs havirlg fallen to half-price, 
he will buy, perhaps, in threefold quantity ; but he does not buy more 
steam-engines because the price is lowered. His demand for steam- 
engines 1s almost always predetermined by the circumstances of his 
situation. So far as he considers the cost at all, it is much more the 
cost of working this engine than the cost upon its purchase. But there 
are many articles for which the market is absolutely and merely limited by 
a pre-existing system, to which those uticles are attached as subordinate 
parts or members. How could we force the dials or faces of timepieces by 


* Logic of Political Economy, pp. 230-1. 
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artificial cheapness to sell more plentifully than the inner works or move- 
ments of such timepieces? Could the sale of wine-vaults be increased 
without increasing the sale of wine? Or the tools of shipwrights find 
an enlarged market whilst shipbuilding was stationary? ... Offer to a 
town of 3,000 inhabitants a stock of hearses, no cheapness will tempt that 
town into buying more than one. Offer a stock of yachts, the chief cost 
lies in manning, victualling, repaiiing: no dimimution upon the mere 
price to a purchaser will tempt into the market any man whose habits 
and propensities had not already disposed him to such a purchase. So 
of professional costume for bishops, lawyers, students at Oxford. Nobody 
doubts, however, that the pr:ce and value of all these things would be 
eventually lowered by any diminution of their cost of production ; and 
lowcred through the apprehension entertained of new competitors, and an 
increased supply: though the great hazard to which a new competitor 
would expose himself, in an article not susceptible of any considerable 
extension of its market, would enable the established dealers to maintain 
their o1ginal piices much longer than they could do in an article ofte1ing 
more encouragement to competition. 

Again, reverse the case, and suppose the cost of production increased, as 
for example by laying a tax on the commodity. The value would nse; 
and that, probably, immediately. Would the supply be diminished ? 
Only if the increase of value diminished the demand. Whether this 
effect followed, would soon appear, ang if it did, the value would recede 
somewhat, from excess of supply, until the production was reduced, and 
would then rise again. There are many articles for which it requires a very 
considerable rise of price materially to reduce the demand ; 1 particular, 
articles of necessity, such as the habitual food of the people ; in England, 
wheaten bread : of which there is probably as much produced, at a high 
cost price, as there would be at a price considerably lower. Yet it is 
especially in such things that dearness or high price is popularly con- 
founded with scarcity. Food may be dear from scarcity,as after a bad 
harvest ; but the dearness (for example) which 1s the effect of taxation, or 
of corn laws, has nothing whatever to do with insufficient supply : such 
causes do not much diminish the quantity of food in a country : it 1s other 
things rather than food that are diminished in quantity by them, since, 
those who pay more for food not having so much to expend otherwise, the 
production of other things contracts itself to the limits of a smaller 
demand. 

It is, therefoie, strictly correct to say, that the value of things which 
can be increased in quantity at pleasure, does not depend (except ac- 
cidentally, and during the time necessary for production to adjust itself) 
upon demand and supply ; on the contiary, demagd and supply depend 
upon it. There is a demand for a certain quantity of the commodity at 
Its natural value, and to that the supply in the long run endeavours to 
conform. When at any time it fails of so conforming, it 1s either from 
miscalculation, or from a change 1n some of the elements of the problem ; 
either in the natural value, that is, in the cost of production; or in the 
demand, from an alteration in public taste or in the number or wealth of 
the consumers. These causes of disturbance aie very liable to occur, 
and when any one of them does occur, the market value of the article 
ceases to agrce with the natural value. The real.law of demand and 
supply, the equation between them, holds good in all cases: if a value 
different from the natural value be necessary to make the demand equal 
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to the supply, the market value will deviate from the natural value; but 
only for a time ; for the permanent tendency of supply is to confoim itself 
to the demand which 1s found by experience to exust for the commodity 
when selling at its natural value. If the supply is either more or less than 
this, it 1s so accidentally, and affords either more or less than the ordinary 
rate of profit ; which under free competition cannot long continuc to be 
the case. 

To recapitulate * demand and supply govern the value of all things 
which cannot be indefinitely increased ; except that even for them, when 
produced by industry, there 1s a minimum value, determined by the cost 
of production. But in all things which admut of indefinite multiplication, 
demand and supply only deteimine the pertmbations of value, during a 
penod which cannot exceed the length of time necessary for altering the 
supply. While thus ruling the oscillations of value, they themselves obey 
a superior force, which makes \alue gravitate towards Cost of Production, 
and which would settle it and keep it there, 1f fiesh disturbing influences 
were not continually arising to make it again deviate To pursue the 
same strain of metaphor, demand and supply always rush to an equilh- 
brium, but the condition of s/ad/e equilibrium is when things exchange 
for each other according to their cost of production, or, in the expression 
we have used, when things are at their Natural Value, 
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ULTIMATE ANALYSIS OF COST OF PRODUCTION. 


§ 1. THT component elements of Cost of Production have been set forth 
in the First Part of this enqury.* The principal of them, and so much 
’ the principal as to be nearly the sole, we found to be Labour. What the 
production of a thing costs to its producer, or its series of pioducets, is 
the labour expended 1n producing it. If we consider as the producer the 
capitalist who makes the advances, the word Labour may be icplaced by 
the word Wages. what the produce costs to him, 1s the wages which he 
has had to pay. At the first glance indeed this seems to be onlya part of 
his outlay, since he has not only paid wages to Jabouers, but has hkewise 
provided them with tools, materials, and perhaps buildings ‘I hese tools, 
materials, and buildings, however, were produced by labour and capital ; 
and their value, hke that of the article to the production of which they 
aie subservient, depends on cost of production, which again 1s resolv- 
able mto labour. The cost of production of bioadcloth does not wholly 
consist in the wages ‘of weavers; which alone are diectly paid by the 
cloth manufacturer. It consists also of the wages of spinneis and wool- 
combers, and, it may be added, of shepherds, all of which the clothier has 

aid for in the price of yain. It consists too of the wages of builders and 
cise te which he has reimbursed in the contract price of erecting his 
factory. It partly consists of the wayes of machine-makers, 110n founders, 
and miners. And to these must be added the wages of the carriers who 
transported any of the means and apphances of the production to the 

lace where they were to be used, and the product itself to the place where 
it 1s to be sold. é 


_ © Supra, pp. 31-2. 
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The value of commodities, therefore, depends principally (we shall 
presently see whether it depends solely) on the quantity of labour 
required for their production ; including in the idea of production, that 
of convevance to the market ‘In estimating,’ says Ricardo,* ‘the ex- 
changeable value of stockmgs, for example, we shall tind that their value, 
comparatively with other things, depends on the total quantity of labour 
necessary to manufacture them and bring them to market. First, there 
is the labour necessary to cultivate the land on which the raw cotton Is 
grown ; secondly, the labour of conveying the cotton to the country whcre 
the stockmss ale to be manufactured, which includes a portion of the 
Jabour bestowed in building the ship in which it 1s conveyed, and which 
is charged in the freight of the goods ; thirdly, the labour of the spinner 
and weaver ; fourthly, a portion of the labour of the engineer, smith, and 
carpenter, who erected the buildings and machinery by the help of which 
they are made; fifthly, the labour of the 1¢etail dealer, and of many others, 
whom it 1s unnecessary further to particularize. The aggregate sum of 
these various kinds of labour, determines the quantity of other things for 
which these stockings will exchange, while the same consideration of the 
various quantities of labour which have becn bestowed on those other 
things, will equally govern the portion of them which will be given for the 
stockings. 

‘To convince ourselves that this 1s the real foundation of exchangeable 
value, let us suppose any improvement to be made in the means of 
abridging labour in any one of the various processes through which the 
raw cotton must pass before the manufactured stockings come to the 
market to be exchanged for other things; and observe the effects which 
will follow. If fewer men were required to cultivate the raw cotton, or if 
fewer sailors were employed in navigating, or shipwrights in constructing, 
the ship in which it was conveyed to us ; if fewer hands were employed in 
raising the buildings and machinery, or 1f these, when raised, were ren- 
dered more efficient; the stockings would inevitably fall in value, and 
command less of other things. They would fall, because a less quantity 
of labour was necessary to their production, and would therefore exchange 
for a smaller quantity of those things in which no such abridgment of 
labour had been made. 

‘Economy im the use of labour never fails to reduce the relative value 
of a commodity, whether the saving be in the labour necessary to the 
manufacture of the commodity itself, or in that necessary to the formation 
of the capital, by the aid of which it 1s produced. In either case the 
price of stockings would fall, whether there were fewer men employed as 
bleachers, spinners, and weavers, persons immediately necessary to their 
manufacture : or as sailors, carriers, engineers, and smiths, persons more 
indirectly concerned? In the one case, the whole saving of labour would 
fall on the stockings, the remainder being applied to all those other com- 
modities, to the production of which the buildings, machinery, and carriage, 
were subservient.’ 

§ 2. It will have been observed that Ricardo eapresses himself as if the 
guantily of labour which it costs to produce a commodity and bring it to 
market, were the only thing on which its value depended. But since the 
cost of production to the capitalist 1s not labour but wages, and since 
wages may be either greater or less, the quantity of labour being the 


s ry 6 3 e 
* Principles of Politual Economy and Taxation, ch. i. sect, 3. 
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same ; it would seem that the value of the product cannot be determined 
solely by the quantity of labour, but by the quantity together with the 
remuncration ; and that values must partly depend on wages, 

In order to decide this point, it must be considered, that value is a 
relative term; that the value of a commodity 1s not a name for an inherent 
and substantive quality of the thing itself, but means the quantity of other 
things which can be obtained in exchange for it The value of one 
thing, must always be understood relauy ely to some other thing or to 
things in general. Now the relation of one tung to another cannot be 
altered by any cause which affects them both ahke. A rse or fall of 
general wages 1s a fact which affects all commodities in the same manner, 
and therefore affoids no 1cason why they should exchange for each otuce 
in one rather than in another proportion. To suppose that high wages 
make high valucs, is to suppose that there can be such a thing as gencial 
high value. But this is a contradiction in terms : the high value of some 
things 1s synonymous with the low value of others. The mistake arises 
from not attending to values, but only to prices Though there 1s no 
such thing as a general rise of values, there 1s such a thing as a gencial 
rise of prices. As soon as we form distinctly the idea of values, we sce 
that high or low wages can have nothing to do with them; but that high 
wages make high prices, is a popular and widely-spread opinion. The 
whole amount of error involved in this proposition can only be scen 
thoroughly when we come to the theory of money ; at present we need 
only say that if it be true, there can be no such thing as a ical mise of 
wages ; for if wages could not rise without a pioportional 11se of the price 
of everything, they could not, for any substantial purpose, rise at all. 
This surely 1s a sufficient reductio ad absuidum, and shows the amazing 
folly of the propositions which may and do become, and long remain, 
accredited doctrines of popular politicaleconomy. It must be remembered 
too, that general high prices, even supposing them to exist, can be of no 
use to a producer or dealer, considered as such ; for if they increase his 
money returns, they increase in the same degree all his expenses. ‘There 
is no mode in which capitalists can compensate themselves for a high 
cost of labour, through any action on values or prices. It can be pic- 
vented from taking its effect in low profits. If the labourers 1eally get 
more, that is, get the produce of more Jabour, a smaller percentage must 
remain for profit. From this Law of Distribution, resting as 1t does ona 
law of arithmetic, there is no escape. The mechanism of Exchange and 
Price may hide it from us, but is quite powerless to alter it. 

§ 3. Although, however, eevcsal wages, whether high or low, do not 
affect values, yet if wages are higher in one employment than 1n another, 
or if they rise or fall permanently in one employment without doing so in 
others, these inequalitics do really operate upon values. The causes 
which make wages vary fiom one employment to another, have been 
considered in a former chapter. When the wages of an employment 
permanently exceed the averaye rate, the value of the thing produced 
will, in the same degiee, exceed the standard determined by meie 
quantity of labour. Things, for example, which are made by skilled 
labour, exchange for the produce of a much greater quantity of unskilled 
labour ; for no reason but because the labour is more hishly paid. If, 
through the extension of education, the labourers competent to skilled 
cmployments were so increased in number as to diminish the difference 
between their wages dad those of common labour, all things produced by 
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labour of the superior kind would fall in value, compared with things pro- 
duced by common labour, and these might be said therefore to nse in 
value. We have before remarked that the difficulty of passing from one 
class of employments to a class greatly superior, has hitherto caused the 
wages of all those classes of labourers who are separated from one another 
by any very marked barrier, to depend more than might be supposed 
upon the increase of the population of each class, considered separately ; 
and that the inequalities in the remuneration of labour which cannot be 
accounted for by differences of hardness or disagreeableness, are much 
greater than could exist if the competition of the labouring people 
generally could be brought practically to bear on each particular employ- 
ment. It follows from this that wages in different employments do not 
rise or fall simultaneously, but are, for short and sometimes even for Jong 
periods, nearly independent of one another. All such dispantics evidently 
alter the re/ative costs of production of different commodities, and will 
therefore be completely represented in their natural or average value. 

It thus appears that the maxim laid down by some of the best political 
economists, that wages do not enter into value, is expressed with greater 
latitude than the truth warrants, or than accords with their own meaning. 
Wages do enter into value. The relative wages of the labour necessary 
for producing different commodities, affect their value just as much as the 
relative guanti/ies of labour. It 1s true, the absolute wages paid have no 
effect upon values ; but neither has the absolute quantity of labour. If 
that were to vary simultaneously and equally in all commodities, values 
would not be affected. If, for instance, the general efficiency of all 
labour were increased, so that all things without exception could be pro 
duced in the same quantity as before with a smaller amount of labour, no 
trace of this general diminution of cost of production would show itself in 
the values of commodities. Any change which might take place in them 
would only represent the unequal degrees in which the improvement 
affected different things ; and would consist in cheapening those in which 
the saving of labour had been the greatest, while those in which there had 
been some, but a less saving of labour, would actually rise in value. In 
strictness, therefore, wages of labour have as much to do with value as 

uantity of labour: and neither Ricardo nor any one else has denied the 
act. In considering, however, the causes of variations in value, quantity 
of labour is the thing of chief importance : for when that varies, it is 
gencrally in one or a few commodities at a time, but the variations of 
wages (except passing fluctuations) are usually general, and have no con- 
siderable effect on value. 

§ 4. Thus far of labour, or wages, as an element in cost of production. 
But in our analysis, in the First Book, of the requisites of production, we 
found that there is anther necessary element in it besides labour. There 
1s also capital ; and this being the result of abstinence, the produce, or its 
value, must be sufficient to remunerate, not only all the labour required, 
but the abstinence of all the persons by whom the remuneration of the 
different classes of labourers was advanced. The return for abstinence 
iS Profit. And profit, we have also seen, is not exclusively the surplus 
remaining to the capitalist after he has been compensated for his outlay, 
but forms, In most cases, no unimportant part of the outlay itself. The 
flax-spinner, part of whose expenses consists of the purchase of flax and of 
machinery, has had to pay, in their price, not only the wages of the labour 
by which the flax was grown and the machinery matle, but the profits of 
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the grower, the flax-dresser, the miner, the iron-founder, and the machine- 
maker. All these profits, together with those of the spinner himself, were 
again advanced by the weaver, in the price of his material, linen yarn ; 
and along with them the profits of a fiesh set of machine-makeis, and of 
the miners and iron-workers who supplied them with their metallic 
material. All these advances form part of the cost of production of linen, 
Profits, therefore, as well as wages, enter into the cost of production which 
determines the value of the produce. 

Value, however, being purcly relative, cannot depend upon absolute 
profits, no more than upon absolute wages, but upon relative piofits only. 
High general profits cannot, any more than high general wages, be a cause 
of high values, because high general valucs are an absurdity and a contra- 
diction. In so far as profits enter into the cost of production of all things, 
they cannot affect the value of any. It 1s only by entering in a greater 
degree into the cost of production of some things than of others, that they 
can have any influence on valuc. 

For example, we have seen that there are causes which necessitate a 
permanently higher rate of profit in certain employments than in others. 
There must be a compensation for supenor risk, trouble, and disagree- 
ableness. This can only be obtained by selling the commodity at a 
value above that which is due to the quantity of labou necessary for its 
production. If gunpowder exchanged for other things in no higher 1atio 
than that of the labour 1equired from first to last for producing it, no one 
would set up a powder-mill. Butchers are certainly a more prosperous 
class than bakers, and do not seem to be exposed to greate: risks, since 
it is not remarked that they are oftener bankrupts. They seem, there- 
fore, to obtain higher profits, which can only arise from the more limited 
competition caused by the unpleasantness, and to a certain degiee, the 
unpopularity of their trade. But this higher profit implies that they sell 
their commodity at a higher value than that due to their labour and 
outlay. All mequalities of profit which are necessary and permanent, are 
repicsented in the relative values of the commodities, 

§ 5. Profits, however, may enter more largely into the conditions of 
production of one commodity than of anothei, even though there be no 
difference in the va/e of profit between the two employments. The one 
commodity may be called upon to yield profit during a longer peniod of 
time than the other. The example by which this case is usually ilus- 
trated 1s that of wine. Suppose a quantuy of wine, and a quantity of 
cloth, made by equal amounts of labour, and that labour paid at the same 
rate. The cloth does not improve by keeping , the wine docs. Suppose 
that, to attain the desired quality, the wine requires to be kept five yeats. 
The producer or dealer will not keep it, unless at the end of five years he 
can sell it for as much more than the-cloth, as amounts to five yeas’ 
profit, accumulated at compound interest. The wine and the cloth were 
made by the same original outlay. Here then 1s a case in which the 
natural values, relatively to one another, of two commodities, do not 
conform to their cost of production aJone, but to their cost of production 
plus something else. Unless, indeed, for the sake of genciality in the 
expression, we include the profit which the wine-merchant foregoes 
during the five years, in the cost of production of the wine: looking upon 
it as a kind of additional outlay, over and above his other advances, for 
which outlay he must be indemnified at last. 

All commodities “nade by machinery are assimilated, at least approxi 
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matively, to the wine in the preceding example. In comparison with 
things made wholly by immediate labour, profits enter more largely into 
their cost of production. Suppose two commodities, A and B, each 
requiring a year for its production, by means of a capital which we will 
on this occasion denote by money, and suppose to be loco/. A is made 
wholly by immediate labour, the whole 1000/. being expended directly in 
wages. B 1s made by means of labour which cost s00/, and a machine 
which cost 500/, and the machine is worn out by one year’s use. The 
two commodities will be exactly of the same value ; which, 1f computed 
in money, and if profits are 20 per cent. per annum, will be 1200/. But 
of this 1200/., in the case of A, only 200/., or one-sixth, 1s profit. while in 
the case of B there is not only the 200/,, but as much of 500/. (the price 
of the machine,) as consisted of the profits of the machine maker ; which, 
if we suppose the machine also to have taken a year for its production, 1s 
again one-sixth. So that in the case of A only one-sixth of the entie 
return is profit, whilst in B the element of profit comprises not only a 
siath of the whole, but an additional sixth of a large part 

The greater the proportion of the whole capital which consists of 
machinery, or buildings, or material, or anything else which must be pro- 
vided before the immediate labour can commence, the more largely will 
profits enter into the cost of production. It 1s equally true, though not so 
obvious at first sight, that greater durability in the portion of capital 
which consists of machinery or buildings, has precisely the same effect as 
a gieater amount of it, As we just supposed one extreme case, of a 
machine entirely worn out by a year’s use, let us now suppose the 
opposite and still more extreme case of a machine which lasts for ever, 
and 1equires no repairs. In this case, which is as well suited for the 
purpose of illustration as if it were a possible cne, it will be unnecessary 
that the manufacturer should ever be repaid the 500/. which he gave for 
the machine, since he has always the machine itsclf, worth 500/.. but he 
must be paid, as before, a profit on it. The commodity DB, therefore, 
which in the case previously supposed was sold for 1200/. of which sum 
1o0co/. werc to replace the capital and 200/. were profit, can now be sold 
for 700/,, being 500/. to replace wages, and 200/. profit on the entue 
capital. Profit, therefore, enters into the value of B in the ratio of 200/, 
out of 700/., being two-sevenths of the whole, or 28# per cent, while in 
the case of A, as before, it enters only in the ratio of one-sixth, or 16% 
per cent. The case 1s of course purely ideal, since no machinery or other 
fixed capital lasts for eve: ; but the more durable it 1s, the nearer it 
appioaches to this ideal case, and the more largely does profit enter into 
the return. If, for instance, a machine worth 500/ loses one-fifth of its 
value by each year’s use, 100/. must be added to the return to make up 
this loss, and the price of the commodity will be 8go0/. Profit therefore 
will enter into it in the ratio of 200/. to 800/., or one-fourth, which 1s still 
a much higher proportion than one-sixth, or 200/. 1n 1200/., as in case A. 

From the unequai proportion in which in different employments profits 
enter into the advances of the capitalist, and therefore into the retuins 
required by him, two consequences follow im regard to value. One is, 
that commodities do not eachange in the ratio simply of the quantities of 
labour required to produce them ; not even if we allow for the unequal 
rates at which different kinds of labour are peimanently remunerated. 
We have already illustrated this by the example of wine: we shall now 
further exemplify it by the case of commodities mmde by machinery. 
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Suppose, as before, an article A made by 1,o00/. worth of immediate 
Jabour. But instead of B, made by 500/ worth of immediate labour 
and a machine worth soo/, let us suppose C, made by 5o00/. worth of 
immediate labour with the aid of a machine which has been produced 
by another 5o00/. worth of immediate labour: the machine requiring a 
year for making, and worn out by a year’s use; profits being as before 
20 per cent. A and C are made by equal quantities of labour, paid at the 
same rate: A costs 1,000/. worth of direct labour; C, only 5o00/. worth, 
which, however, 1s made up to 1,000/, by the labour expended 1n the con- 
struction of the machine. If labour, or its remuneration, were the sole 
ingredient of cost of production, these two things would exchange for one 
another. But will theydo so? Certainly not. The machine having been 
made in a year by an outlay of s500/., and profits being 20 per cent., the 
natural price of the machine is 600/. ; making an additional 1oo/. which 
must be advanced, over and above his other expenses, by the manu- 
facturer of C, and repaid to him with a profit of 20 per cent. While, 
therefore, the commodity A is sold for 1,200/, C cannot be permanently 
sold for less than 1,320/. 

A second consequence is, that every rise or fall of general profits will 
have an effect on values. Not indeed by raising or lowering them 
generally (which, as we have so often said, 1s a contradiction and an 1m- 
possibility) : but by altering the proportion in which the values of things 
are affected by the unequal lengths of time for which profit is due.” When 
two things, though made by equal labour, are of unequal value because 
the one 1s called upon to yield profit for a greater number of years or 
months than the other ; this difference of value will be greater when profits 
are greater, and less when they are less. The wine which has to yield 
five years’ profit more than the cloth, will surpass it in value much more 
if profits are 40 per cent., than if they are only 20, The commodities 
A and C, which, though made by equal quantities of labour, were sold for 
1,200’, and 1,320/., a difference of 10 per cent , would, if profits had been 
only half as much, have been sold for 1,100/. and £1557, a difference of 
only 5 per cent. 

It follows from this, that even a general rise of wages, when it involves 
a real increase in the cost of labour, does in some degree influence values. 
It does not affect them in the manner vulgarly supposed, by raising them 
universally. But an increase of the cost of labour, lowers profits ; and 
therefore lowers in natural value the things into which profits enter in a 
greater proportion than the average, and raises those into which they 
enter in a less proportion than the average. All commodities in the pro- 
duction of which machinery bears a large part, especially if the machinery 
is very durable, are lowered in their relative value when profits fall ; or, 
what is equivalent, other things are raised in value relatively to them. 
This truth 1s sometimes expressed in a phraseology more plausible than 
sound, by saying that a rise of wages raises the values of things made by 
labour, in comparison with those made by machinery. But things made 
by machinery, just as much as any other things, are made by labour, 
namely, the labour which mace the machinery itself : the only difference 
being that profits enter somewhat more largely into the production of 
things for which machinery is used, though the principal item of the 
outlay is stil labour. It 1s better, therefore, to associate the effect with 
fall of profits than with rise of wages ; especially as this last expression is 
extremely ambiguots, suggesting the idea of an increase of the Jabourer’s, 
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real remuneration, rather than of what is alone to the purpose here, 
namely, the cost of labov~ to its employer. 

§ 6. Besides the natural and necessary elements in cost of production 
—labour and profits—there are others which are artificial and casual, as, 
for instance, a tax. The taxes on bricks and malt aic as much a part of 
the cost of production of those articles, as the wages of the labourers. 
The expenses which the law imposes, as well as those which the nate 
of things imposes, must be 1cimbursed with the ordimary profit from the 
value of the produce, or the things will not continue to be produced. But 
the influence of taxation on value is subject to the same conditions as the 
influence of wages and of profits. It 1s not general taxation, but dif- 
ferential taxation, that produces the effect. If all productions were taxed 
so as to take an equal percentage from all profits, relative values would be 
in no way disturbed. If only a few commoditics were taxed, their value 
would 11se: and if only a few were left untaxed, their value would fall. If 
half were taxed and the remainder untaxed, the first half would 1ise and 
the last would fall relatively to each other. This would be necessary in 
order to equalize the expectation of piofit in all employments, without 
which the taxed employments would ultimately, if not immediately, be 
abandoned. But general taxation, when equally imposed, and not dis- 
turbing the relation of different productions to one another, cannot 
produce any effect on values 

We have thus far supposed that all the means and apphances which 
enter into the cost of production of commodities, are things whose own 
value depends on their cost of production. Some of them, however, may 
belong to the class of things which cannot be increased ad “dé:tum in 
quantity, and which therefore, 1f the demand gocs beyond a certain 
amount, command a scarcity value. The materials of many of the orna- 
mental articles manufactured in Italy are the substances called rosso, 
giallo, and verde antico, which, whether truly or falsely I know not, are 
asserted to be solely derived from the destruction of ancient columns and 
other ornamental structures; the quarries from which the stone was 
originally cut being exhausted, or their locality forgotten. A material of 
such a nature, 1f in much demand, must be at a scarcity value ; and this 
value enters into the cost of production, and, consequently, into the value 
of the finished article. ‘The time seems to be approaching when the more 
valuable furs will come under the influence of a scarcity value of the 
maternal. Hitherto the diminishing number of the animals which 
produce them, in the wildernesses of Siberia and on the coasts of the 
Esquimaux Sea, has operated on the value only through the greater 
Jabour which has become necessary for securing any given quantity of the 
article, since, without doubt, by employing labour enough, it mht still be 
obtained in much greater abundance for some time longer. 

But the case in which scarcity value chiefly operates in adding to cost 
of production, is the case of naturalagents. These, when unappropriated, 
and to be had for the taking, do not enter into cost of production, save 
to the extent of the labour which may be necessary to fit them for use. 
Even when appropriated, they do not (as we have alicady seen) bear a 
value from the mere fact of the appropriation, but only from scarcity, that 
3s, from limitation of supply. But it is equally certain that they often do 
bear a scarcity value. Suppose a fall of water, in a place where there are 
more mills wanted than there is water-power to supply ; the use of the fall 
of water will have a scarcity value, sufficient either te bring the demand 
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down to the supply, or to pay for the creation of an artificial power, by 
steam or otherwise, equal in efficiency to the water-power. 

A natural agent being a possession in perpetuity, and being only service- 
able by the products resulting from its continued employment, the ordinary 
mode of deriving benefit from its ownership is by an annual equivalent, 
paid by the person who uses it, from the proceeds of its use. This 
equivalent always might be, and generally 1s. termed rent. ‘The question, 
therefore, respecting the influence which the appropriation of natural 
agents produces on values, 1s often stated in this form: Does Rent enter 
into Cost of Production? and the answer of the best political economists 
is in the negative. The temptation is strong to the adoption of these 
sweeping expressions, even by those who are aware of the restrictions 
with which they must be taken ; for there is no denying that they stamp 
a general principle more firmly in the mind, than if 1t were hedged round 
in theory with all its practical limitations. But they also puzzle and 
mislead, and create an impression unfavourable to political economy, as 
if it disregarded the evidence of facts. Who can deny that rent some- 
times enters into cost of production? If I buy or rent a piece of ground, 
and build a cloth manufactory on it, does not the ground-rent form 
lezitimately a part of my expenses of production, which must be repaid by 
the product? And since all factories are built on ground, and most of 
them in places where ground 1s peculiarly valuable, the rent paid for it 
must, on the average, be compensated 1n the values of all things made in 
factories. In what sense it is trye that rent does not enter into the cost 
of production or affect the value of agricultural produce, will be shown in 
the succecding chapter. 


CHAPTER V. 
OF RENT, IN ITS RELATION TO VALUE. 


§ 1. WE have investigated the laws which determine the value of two 
classes of commodities : the small class which, being lhmuted to a definite 
quantity, have their value entirely determined by demand and supply, 
save that their cost of production (if they have any) constitutes a minimum 
below which they cannot permanently fall ; and the large class, which can 
be multiplied ad fd:tum by labour and capital, and of which the cost of 
production fixes the maximum as well as the minimum at which they can 
permanently exchange. But there 1s still a third kind of commodities to 
be considered ; those which have, not one, but several costs of production ; 
which can always be increased in quantity by labour and capital, but not 
by the same amount of labour and capital; of which so much may be 
produced at a given cost, but a further quantity not without a greater 
cost. These commodities form an intermediate class, partaking of the 
character of both the others. The principal of them is agricultural 
produce We have already made abundant reference to the fundamental 
truth, that in agriculture, the state of the art being given, doubling the 
labour does not double the produce ; that if an increased quantity of 
produce is required, the additional supply is obtained at a greater cost 
than the fist. Where a hundred quarters of corn are all that 1s at present 
required from the lands of a given village, if the growth of population 
made it necessary ‘fo raise a hundred more, either by breaking up worse 
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fand now uncuitivated, or by a more elaborate cultivation of the land 
already under the plough, the additional hundred, or some part of them 
at least, might cost double or treble as much per quarter as the former 
supply. 

if the first hundred quarters were all raised at the same expense (only 
the best land being cultivated) ; and if that expense would be remunerated 
with the ordinary profit by a price of 206 the quarter ; the natural price 
of wheat, so long as no more than that quantity was required, would be 
20s. ; and it could only rise above, or fall below that price, from vicissi- 
tudes of seasons, or other casual variations in supply. But 1f the popula- 
tion of the district advanced, a time would arrive when more than a 
hundred quarters would be necessary to fecd it. We must suppose that 
there 1s no access to any foreign supply. By the hypothesis, no more 
than a hundred quarters can be produced in the district, unless by either 
bringing s.orse land into cultivation, or altering the system of culture to 
a more expensive one. Neither of these things will be done without a 
rise in price. This rise of price will gradually be brought about by the 
increasing demand. So long as the price has risen, but not risen enough 
to repay with the ordinary profit the cost of producing an additional 
quantity, the increased value of the limited supply paitakes of the nature 
of a scarcity value. Suppose that it will not answer to cultivate the 
second best land, or land of the second degree of remoteness, for a Jess 
return than 255. the quarter ; and that this price 1s also necessary to 
remunerate the expensive operations by which an increased produce 
might be raised from Jand of the first quality. If so, the price will rise, 
through the increased demand, until it reaches 25s. That will now be 
the natural price ; veing the price without which the quantity, for which 
society has a demand at that price, will not be prcduced At that price, 
however, society can go on for some time Jonger, coulc £9 on perhaps 
for ever, if population did not increase. The price, having attamea tbat 
point, will not again permanently recede (though 1t may fall temporatily 
from accidental abundance); nor will it advance further, so long as 
society can obtain the supply it requires without a second increase of the 
cost of production. 

I have made use of Price in this reasoning, as a convenient symbol of 
Value, from the greater famiharity of the idea : and I shall continue to do 
80 as far as may appear to be necessary. 

In the case supposed, different portions of the supply of corn have 
different costs of production. Though the 20, or 50, or 150 quarters 
additional have been produced at a cost proportional to 25s, the original 
hundied quarters perannum are still produced at a cost only proportional 

“to 20s This 1s self-evident, ifthe original and the additional supply are pro- 
duced on different qualitjes of land. It is equally true ifthey are produccd 
on the same land. Suppose that land of the best quality, which produced 
roo qyarters at 20s., has been made to produce 150 by an expensive 

rocess, which it would not answer to undertake without a price of 25s. 
he cost which requires 255. is incurred for the sake of 50 quarters alone : 
the first hundred might have continued for ever to be produced at 
the original cost, and with the benefit, on that quantity, of the whole rise 
of price caused by the increased demand : no one, therefore, will incur the 
additional expense for the sake of the additional fifty, unless they alone 
will pay for the whole of it. The fifty, therefore, will be produced at their 
Hatural price, proportioned to the cost of they prodaction; while tue 
{I 
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other hundied will now biing in §5. a quarter more than their natural 
price—than the price coriesponding to, and sufficing to remunerate, their 
lower cost of production, 

If the production of any, even the smallest, portion of the supply, 
requires as a necessary condition a certain price, that price will be 
obtained for all the rest. Weare not able to buy one loaf cheaper than 
another because the corn from which it was made, being grown on a richer 
soil, has cost less to the grower. The value, thercfore, of an article 
(meaning its natural, which is the same with its average value) is deter- 
mined by the cost of that portion of the supply which is produced and 
brought to market at the greatest expense. This 1s the Law of Value 
of the third of the three classes into which all commodities are divided. 

§ 2. lf the portion of produce raised in the most unfavourable cir- 
cumstances obtains a value proportioned to its cost of production, all the 
portions raised in more favourable circumstances, selling as they must do 
at the same value, obtain a value more than proportioned to their cost of 

roduction. Their value is not, correctly speaking, a scarcity value, for it 
is determined by the circumstances of the production of the commodity, 
and not by the degree of dearness neccssary for keeping down the 
demand to the level of a limited supply. The owners, however, of those 
portions of the produce enjoy a privilege; they obtain a value which 
yields them more than the ordinary profit. If this advantage depends 
upon any special exemption, such as being fiee from a tax, or upon any 
personal advantages, physical or mental, or any peculiar process only 
known to themselves, or upon the possession of a greater capital than other 
people, or upon various other things which might be enumerated, they re- 
tain it to themselves as an eatra gain, over and above the general profits 
of capital, of the nature, in some sort, of a monopoly profit. But when, as 
in the case which we are more particularly considering, the advantage 
depends on the possession of a natural ayent of peculiar quality, as for in- 
stance of more feitile land than that which determines the general value 
of the commodity ; and when this natural agent is not owned by them- 
selves ; the person who does own it, is able to exact from them, in 
the fori of rent, the whole extra gain derived from its use. We are thus 
brought by another road to the Law of Rent, investigated in the conclud- 
ing chapter of the Second Book. Rent, we again see, is the difference 
between the unequal returns to different parts of the capital employed on 
the soil. Whatever surplus any portion of agricultural capital produces, 
beyond what is produced by the same amount of capital on the worst soil, 
or under the most expensive mode of cultivation, which the existing 
demands of society compel a recourse to; that surplus will naturally be 
pat 7 rent from that capital, to the owner of the land on which it is em- 
ployed. 

It was long thought by political economists, among the rest even by 
Adam Smith, that the produce of land is always at a monopoly value, 
because (they said) in addition to the ordinary rate of profit, it dlways 
yields something further for rent. This we now see to be erroneous. A 
thing cannot be at a monopoly value, when its supply can be increased 
to an indefinite extent if we are only willing to incur the cost. If no more 
corn than the existing quantity is grown, it is because the value has not. 
risen high enough to remunerate any one for growing it. Any land which 
at the existing price, and by the existing processes, will yield the ordinary. 
profit, is tolerabl: certain, unless some artifical hindrance intervenes, t9, 


RENT, IN ITS RELATION TO VALUE. 323 


be cultivated, although nothing may be left for rent. As long as there is 
any land fit for cultivation, which at the existing price cannot be profitably 
cultivated at all, there must be some land a little better, which will yield 
the ordinary profit, but allow nothing for rent: and that land, if within 
the boundary of a farm, will be cultivated by the farmer; if not so, 
probably by the propiietor, or by some other person on sufferance. 
Some such land at least, under cultivation, there can scarcely fail to be 

Rent, therefore, forms no part of the cost of production which 
determines the value of agricultural produce. Circumstances no doubt 
may be conceived in which it might do so, and very largely too. We 
can imagine a country so fully peopled, and with all its cultivable soil so 
completely occupied, that to produce any additional quantity would require 
more labour than the produce would feed: and if we suppose this to be 
the condition of the whole would, or of a country dehaied fiom foreign 
supply, then, if population contmued increasing, both the land and its 
produce would really rise to a monopoly or scarcity price. But this state 
of things never can have really existed anywhere, unless possibly in some 
small island cut off from the rest of the world; nor is there any danger 
whatever that it should exist. It certainly exists in no known 1eg10n at 
present. Monopoly, we have seen, can take effect on value, only through 
limitation of supply. In all countries of any eatent there 1s more cultiv- 
able Jand than is yet cultivated ; and while there 1s any such surplus, it 1s 
the same thing, so far as that quality of land is concerned, as if theie 
were an infinite quantity. What 1s practically limited in supply is only 
the better qualities ; and even for those, so much rent cannot be demanded 
as would biing in the competition of the lands not yet in cultivation ; the 
rent of a piece of land must be somewhat less than the whole excess of its 
productiveness over that of the best land which it is not yet profitable to 
cultivate ; that is, it must be about equal to the excess above the worst 
land which it 1s profitable to cultivate. The land or the capital most 
unfavourably circumstanced among those actually employed, pays no 
rent ; and that land or capital detc:mines the cost of production which 
regulates the value of the whole produce. Thus rent is, as we have 
already seen, no cause of value, but the price of the privilege which the 
inequality of the returns to different portions of agricultural produce 
confers on all except the least favoured portion. 

Rent, in short, merely equalizes the profits of different farming capitals, 
by enabling the landlord to appropriate all extra gains occasioned by 
superiority of natural advantages. If all landlords were unanimously to 
forego their rent, they would but transfer it to the farmers, without 
benefiting the consumer ; for the existing price of corn would still be an 
indispensable condition of the production of part of the existing supply, 
and a part could not obtain that price unless the whole obtained it. Rent, 
therefore, unless artificially increased by restrictive laws, is no buithen 
on the consumer : it does not raise the price of corn, and 1s no otherwise 
a detriment to the public, than inasmuch as if the state had retained it, 
or imposed an equivalent in the shape of a land-tax, it would then have 
been a fund applicable to general instead of private advantage. 

§ 3. Agricultural productions are not the only commodities which have 
several different costs of production at once, and which, m consequence of 
that difference, and in proportion to it, afford aient. Mines are also an 
instance. Almost all kinds of raw material extractedefrom the interior of 
the earth—metals, coals, precious stones, etc, are obtained from mines 
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differing considerably in fertility, that is, yielding very different quantities 
of the product to the same quantity of labour and capital. This being the 
case, it is an obvious question, why are not the most fertile mines so 
worked as to supply the whole market? No such question can arise as to 
land ; it bemy self-evident, that the most fertile lands could not possibly 
be made to supply the whole demand of a fully peopled country ; and 
even of what they do yield, a part 1s extoited from them by a labour and 
outlay as great as that required to grow the same amount on worse land. 
But it 1s not so with mines ; at Ieast, not universally. There are, perhaps, 
cases in which it 1s impossible to extract from a particular vein, in a given 
time, more than a certain quantity of ore, because there is only a limited 
surface of the vein exposed, on which more than a certain number of 
labourers cannot be simultaneously employed. But this 1s not true of all 
mines. In collieries, for example. some other cause of limitation must be 
sought for. In some instances the owncrs limit the quantity raised, in 
order not too rapidly to exhaust the mine: in others there are said to be 
combinations of owners, to keep up a monopoly price by limiting the 
pioduction. Whatever be the causes, it 1s a fact that mines of different 
degrees of richness are in opetation, and since the value of the produce 
must be proportional to the cost of production at the woist mine (fertility 
and situation taken together), 1t 1s more than proportional to that of the 
best. All mines superior in produce to the worst actually worked, will 
yield, therefore, a rent equal to the excess, They may yicld more; and 
the worst mine may itself yield afrent. Mines being comparatively few, 
their qualities do not graduate gently into one another, as the qualities of 
Inand do; and the demand may be such as to keep the value of the produce 
considerably above the cost of production at the worst mine now worked, 
without being sufficient to bring into operation a still worse. During the 
interval, the produce 1s really at a scarcity value. 

Fisheries are another example. Fishciies in the open sea are not 
appropniated, but fisheries in lakes or rivers almost always are so, and 
likewise oystei-beds or other particular fishing grounds on coasts. We 
may take salmon fisheries as an example of the whole class. Some rivers 
are fa: more productive in salmon than others. None, however, without 
being exhausted, can supply more than a very limited demand. The 
demand of acountry hke England can only be supphed by taking salmon 
from many different rivers, of unequal productiveness, and the value must 
be sufficient to repay the cost of obtaining the fish from the least pro- 
ductive of these, All others, therefore, will, 1f appropriated, afford a rent 
equal to the value of their supetiority. Much higher than this it cannot 
be, 1f there are salmon nvers accessible which from distance or inferior 
productiveness have not yet contributed to supply the market. If there 
are not, the value, doubtless, may rise to a scarcity rate, and the worst 
fisheries in use may then yield a considerable rent. 

Both in the case of mines and of fishenes, the natural order of events is 
liable to be interrupted by the opening of a new mine, or a new fishery, of 
superior quality to some of those already in use. The first effect of such 
an incident is an increase of the supply ; which of course lowers the 
value, to call forth an increased demand. This reduced value may be no 
longer sufficient to remunerate the worst of the existing mines or fisheries, 
and these may consequently be abandoned. If the superior mines or 
fisheries, with the arldition of the one newly opened, produce as much of 
the commodity as is required at the lower value corresponding to their 
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lower cost of production, the fall of value will be permanent, and there 
will be a corresponding fall in the rents of those mines or fisheries which 
are not abandoned. In this case, when things have pe:manently adjusted 
themselves, the result will be, that the scale of qualities which supply the 
market will have been cut short at the lower end, while a new mseition 
will have been made in the scale at some pot higher up. and the worst 
mine or fishery in use—the one which regulates the rents of the superior 
qualities and the value of the commodity—will be a mine or fishery of 
better quality than that by which they were previously 1cgulated. 

Land 1s used for other purposes than agriculture, especially for resi- 
dence ; and when so used yields a rent, dete1mined by principles similar 
to those already laid down. The ground rent of a building, and the rent 
of a garden or park attached to it, will not be less than the rent which 
the same land would afford in agriculture: but it may be greater than 
this, to an indefinite amount ; the surplus being cither in consideration 
of beauty or of convenience, the convenience often consisting im superior 
facilities for pecumiaty gain. Sites of remarkable beauty are generally 
limited in supply, and therefore, if in great demand, aie at a scarcity 
value. Sites superior only in convenience are governed as to their value 
by the ordinary piinciples of rent. The ground rent of a house in a 
small village is but httle higher than the 1ent of a similar patch of 
ground in the open fields: but that of a shop in Cheapside will exceed 
these, by the whole amount at which peopte estimate the superior facili- 
ties of money-making in the mole ciowded place. The rents of wharfage, 
dock and harbour room, water power, and many other privileges, may be 
analysed on similar principles. 

§ 4. Cases of extra profit analogous to rent, are more frequent in the 
transactions of industry than is sometimes supposed. Take the case, for 
example, of a patent, or exclusive privilege for the use of a process by 
which cost of production 1s Jessened. If the value of the product con- 
tinues to be regulated by what it costs to those who are obliged to persist 
in the old process, the patentee will make an extra profit equal to the 
advantage which his process possesses over theirs. ‘lus extra profit is 
essentially similar to rent, and sometimes even assumes the form of It ; 
the patentee allowing to other producers the use of his privilege, in con- 
sideration of an annual payment. So Jong as he, and those whom he 
associates in the privilege, do not produce enough to supply the whole 
market, so long the original cost of production, being the necessary con- 
dition of producing a part, will regulate the value of the whole; and the 
patentee will be enabled to keep up his rent to a full equivalent for the 
advantage which his process gives him. In the commencement indeed 
he will probably forego a part of this advantage for the sake of undei- 
selling others: the inercased supply which he bigs forwaid will lower 
the value, and make the trade a bad one for those who do not share in 
the privilege ; many of whom theiefore will gradually retire, or restrict 
their operations, or enter into arrangements with the patentce: as his 
supply increases theirs will diminish, the value meanwhile continuing 
 Shghtly depressed. But if he stops short in his operations before the 
market is wholly supplied by the new process, things will again adjust 
themselves to what was the natural value before the invention was made, 
and the benefit of the improvement will accrue solely to the patentee. 

The extra gains which any producer or dealer obtains through superior 
talents for business, or superior business arrangements, ale very much of 
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a similar kind. If all his competitors had the same advantages, and used 
them, the benefit would be transferred to their customers, through the 
diminished value of the article: he only retains it for himself because he 
is able to bring his commodity to market at a lower cost, while its value 
is determined by a higher. All advantages, in fact, which one competitor 
has over another, whether natural or acquued, whether personal or the 
result of social arrangements, bring the commodity, so far, inte our Third 
Class, and assimilate the possessor of the advantage to a receiver of rent. 
Wages and profits represent the universal elements in production, while 
rent may be taken to represent the differential and peculiar: any differ- 
ence in favour of certain producers, or im favour of production in certain 
cicumstances, being the source of a gain, which, although not called 
1ent unless paid periodically by one person to another, is governed by 
laws entirely the same with it. The price paid for a differential advan 
tage in producing a commodity, cannot enter into the general cost of 
production of the commodity. 

A commodity may, no doubt, in some contingencics yield a rent even 
under the most disadvantageous circumstances of 1{s production ; but only 
when it is, for the time, in the condition of those commodities which aie 
absolutely limited in supply, and is therefore selling at a scarcity value ; 
which never is, nor has been, nor can be, a permanent condition of any 
of the great rent-yielding commodities : unless through their approaching 
exhaustion, if they are mineial products, (coal, for example,) or through 
an increase of population, contirftung after a further incicase of pioduc- 
tion becomes impossible; a contingency, which the almost inevitable 
progress of human culture and improvement im the Jong interval which 
has first to elapse, forbids us to consider as probable. 


CHAPTER VI. 
SUMMARY OF THE THEORY OF VALUE. 


§ 1, WE have now attained a favourable point for looking back, and 
taking a simultaneous view of the space which we have traversed since 
the commencement of the present Book. The following are the piin- 
ciples of the theory of Value, so far as we have yet ascertained them. 

I. Value is a relative term. The value of a thing means the quantity 
of some other thing, or of things in general, which it exchanges for The 
values of all things can never, therefore, rise or fall simultaneously. There 
is no such thing as a general rise or a general fall of values. Every rise 
of value supposes a fall, and every fall a rise. 

II, The temporary, or market value of a thing, depends on the demand 
and supply ; risimg as the demand rises, and falling as the supply rises. 
The demand, however, varies with the value, being generally greater 
when the thing is cheap than when it is dear; and the value always 
adjusts itself in such a manner, that the demand 1s equal to the supply. 

III. Besides their temporary value, things have also a permanent, or 
as it may be called, a Natural Value, to which the market value, after 
every variation, always tends to return; and the oscillations compensate: 
for one another, so ‘hat, on the average, commodities exchange at about 


their natural value, : 
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IV. The natural value of some things is a scarcity value. but most 
things naturally exchange for one another in the ratio of their cost of 
production, or at what may be te1med their Cost Value. 

V. The things which are naturally and peimanently at a scarcity value, 
are those of which the supply cannot be increased at all, or not suffi- 
ciently to satisfy the whole of the demand which would exist for them at 
their cost value. ° 

VI. A monopoly value means a scarcity value. Monopoly cannot give 
a value to anything, except through a limitation of the supply. 

VII. Every commodity of which the supply can be indefinitely in- 
cicased by labour and capital, exchanges for other things proportionally 
to the cost necessary for pioducing and bringing to market the most 
costly portion of the supply required. The natural value is synonymous 
with the Cost Value, and the cost value of a thing, means the cost value 
of the most costly portion of it. 

VIII. Cost of Production consists of several elements, some of which 
are constant and universal, otliers occasional. The universal elements of 
cost of production are, the wages of the labour, and the profits of the 
capital. The occasional elements are, taxes, and any extra cost occasioned 
by a scarcity value of some of the requisites. 

IX. Rent is not an element 1n the cost of production of the commodity 
which yields it; except in the cases (rather conceivable than actually 
existing) in which it results from, and represents, a scarcity value. But 
when land capable of yielding tent ingagriculture is applied to some 
other purpose, the rent which 1t would have yielded 1s an element in the 
cost of production of the commodity which it is employed to produce. 

X. Omitting the occasional elements, things which admit of indefinite 
increase, natuially and permanently eachange for each other according 
to the comparative amount of wages which must be paid for producing 
them, and the comparative amount of profits which must be obtained by 
the capitalists who pay those wages. 

XI. The comparairve amount of wages does not depend on what wages 
are in themselves. High wages do not make high values, nor low wages 
low values. The comparative amount of wages depends partly on the 
comparative quantities of labour required, and partly on the comparative 
rates of its remuneration. 

XII. So, the comparative rate of profits does not depend on what 
profits are in themselves ; nor do high or low profits make high or low 
values. It depends partly on the comparative lengths of time dung 
which the capital is employed, and partly on the comparative 1ate of 
profits in different employments. 

XITI. If two things are made by the same quantity of labour, and that 
labour paid at the sama rate, and if the wages of the Jabourer have to be 
advanced for the same space of time, and the nature of the employment 
does not require that there be a permanent difference in their rate of 
profit ; then, whether wages and profits be high or low, and whether the 
quantity of labour expended be much or little, these two things will, on 
the average, exchange for one another. 

XIV. If one of two things commands, on the average, a greater value 
than the other, the cause must be that it requires for its production 
either a greater quantity of labour, or a kind of labour permanently paid 
at a higher rate ; or that the capital, or part of the capital, which supports 
that labour, must be advanced for a longer period ; ®r, lastly, that the 
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production is attended with some circumstance which requires to be 
compensated by a permanently higher rate of profit. 

XV. Of these elements, the quantity of labour required for the pro- 
duction is the most important: the effect of the others is smaller, though 
none of them are insignificant. 

XVI. The lower profits are,,the less important become the minor 
elements of cost of production, and the less do commodities deviate from 
a value proportioned to the quantity and quality of the labour required for 
their production. 

XVII. But every fall of profits lowers, in some degree, the cost value 
of things made with much or durable machinery, and raises that of 
things made by hand ; and every rise of profits does the reverse. 

§ 2. Such is the general theory of Exchange Value It 1s necessary, 
however, to remark that this theory contemplates a system of production 
carried on by capitalists for profit, and not by labourers for subsistence. 
In proportion as we admit this last supposition—and in most countries 
we must admit it, at least in respect of agricultural produce, to a vely 
great extent—such of the preceding theorems as relate to the dependence 
of value on cost of production will require modification, Those theorems 
are all grounded on the supposition, that the producer's object and aim 1s 
to derive a profit from his capital. This granted, it follows that he must 
sell his commodity at the price which will afford the ordinary rate of 
profit, that 1s to say, it must exchange for other commodities at its cost 
value. But the peasant-propietor, the metayer, and even the peasant- 
farmer, or allotment-holder—the labourer, under whatever name, pro- 
ducing on his own account—is seeking, not an investment for his little 
capital, but an advantageous employment for his time and labour. His 
disbursements, beyond his own maintenance and that of his family, are 
so small, that nearly the whole proceeds of the sale of his produce are the 
wages of labour. When he and his family have been fed from the 
produce of his farm (and perhaps clothed with materials grown thereon, 
and manufactured in the family) he may, in respect of the supplementary 
remuneration derived from the sale of his surplus produce, be compared 
to those labourers who, deriving their subsistence from an independent 
source, can afford to sell their labour at any price which is to their minds 
worth the exertion. A peasant, who supports himself and his family 
with one portion of his produce, will often sell the remainder very much 
below what would be its cost value to a capitalist. 

There is, however, even in this case, a minimum, or inferior limit, of 
value. The part of his produce which he carries to market, must bring 
in to him the value of all necessaries which he 1s compelled to purchase ; 
and it must enable him to pay his rent. Rent, under peasant cultivation, 
is not governed by the piinciples set forth in tlie chapters immediately 
preceding, but is either determined by custom, as in the case of metayers, 
or, 1f fixed by competition, depends on the ratio of population to land. 
Rent, therefore, in this case, is an clement of cost of production. The 
peasant must work until he has cleared his rent and the price of all 
purchased necessaries. After this, he will go on working only if he can 
sell the produce for such a price as will overcome his aversion to Jabour. 

The minimum just mentioned is what the peasant must obtain in 
exchange for the whole of his surplus produce. But inasmuch as this 

_surplus is not a fied quantity, but may be either greater or less according 
to the degree of his industry, a minimum value for the whole of it does 
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not pive any minimum value for a definite quantity of the commodity. In 
this state of things, therefore, it can hardly be said, that the value depends 
at all on cost of production. It depends entirely on demand and supply, 
that is, on the proportion between the quantity of surplus food which the 
peasants choose to produce, and the numbers of the non-agricultural, or 
rather of the non-peasant population 1f the buying class were numerous 
and the growing class lazy, food might be permanently at a scarcity 
price. I am not aware that this case has anywhere a real existence. If 
the growing class is ene:getic and mdustrious, and the buyers few, food 
will be extremely cheap. This also 1s a rare case, though some parts of 
France perhaps approximate to it. The common cases are, either that, 
as in Ireland, the peasant class 1s indolent and the buyers few, or the 
peasants industrious and the town population numerous and opulent, as 
in Belgium, the north of Italy, and parts of Germany. The price of the 
produce will adjust itself to these varieties of circumstances, unless 
modified, as in many cases it is. by the competition of producers who are 
not peasants, or by the pnices of foreign markets. 

§ 3. Another anomalous case 1s that of slave-grown produce: which 

presents, however, by no means the same degree of complication. The 
slave-owner Is a capitalist, and his inducement to production consists in a 
profit on his capital. This prefit must amount to the ordinary rate. In 
respect to his expenses, he is in the same position as if his slaves were 
free labourers woking with their present efficiency, and were hired with 
wages equal to their present cost. If th® cost is less in proportion to the 
work done, than the wages of free labour would be, so much the greater 
are his profits; but if all other producers in the country possess the same 
advantage, the values of commodities will not be at all affected by 
it. The only case in which they can be affected, is when the privilege of 
cheap labour 1s confined to particular branches of production, free 
labourers at proportionably higher wages being employed in the re- 
mainder. In this case, as in all cases of permanent inequality between 
the wages of different employments, prices and values receive the impress 
of the mequality. Slave-grown will exchange for non-slave-grown com- 
modities in a less ratio than that of the quantity of labour required for 
their production; the value of the former will be less, of the latter 
greater, than if slavery did not exist. 
_ The further adaptation of the theory of value to the varieties of exist- 
ing or possible industrial systems may be left with great advantage to the 
intelligent reader. It is well said by Montesquieu, ‘Il ne faut pas 
toujours tellement épuiser un sujet, qu’on ne laisse rien & faire au lecteur. 
Il ne s’agit pas de faire lire, mais de faire penser.’* 


CHAPTER VII. 
OF MONEY. 


§ 1. HAVING proceeded thus far in ascettaining the general laws 
of Value, without introducing the idea of Money (except occasionally for 
illustration), it is time that we should now superadd that idea, and 
consider in what manner the principles of the mutual interchange of 
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commodities are affected by the use of what is termed a Medium of 
Exchange. 

In order to understand the manifold functions of a Circulating 
Medium, thete is no better way than to consider what are the principal in- 
conveniences which we should experience if we had not such a medium. 
The first and most obvious would be the want of a common measure for 
values of different sorts. If a tailor had only coats, and wanted to buy 
bread or a horse, it would be very troublesome to ascertain how much 
bread he ought to obtain for a coat, or how many coats he should give for 
ahorse. The calculation must be recommenced on different data, every 
time he bartered his coats for a different kind of article ; and there could 
be no current price, or regular quotations of value. Whereas now each 
thing has a current price in money, and he gets over all difficulties 
by reckoning his coat at 4/. or 52, and a four-pound loaf at 6¢. or 7a. As 
it is much easier to compare different lengths by expressing them in a 
common language called feet and inches, so it is much easier to compare 
values by means of a common language called pounds, shillings, and 
pence. In no other way can values be arranged one above another in 
a scale; in no other can a person conveniently calculate the sum of 
his possessions ; and it 1s easier to ascertain and remember the relations 
of many things to one thing, than their innumerable cross relations with 
one another. This advantage of having a common language in which 
values may be expressed, is, even by itself, so important, that some such 
mode of expressing and computing them would probably be used even if 
a pound or a shilling did not express any real thing, but a mere unit of 
calculation. It is said that there are African tribes in which this 
somewhat artificial contrivance actually prevails. They calculate the 
value of things in a sort of money of account, called macutes. They say, 
one thing is worth ten macutes, another fifteen, another twenty.* There 1s 
no real thing called a macute : it is a conventional unit, for the more con- 
venient comparison of things with one another. 

This advantage, however, forms but an inconsiderable part of the 
economical benefits derived from the use of money. The inconveniences 
of barter are so great, that without some more commodious means of 
effecting exchanges, the division of employments could hardly have been 
carried to any considerable extent. A tailor, who had nothing but coats, 
might starve before he could find any person having bread to sell who 
wanted a coat; besides, he would not want as much bread at a time as 
would be worth a coat, and the coat could not be divided. Every person, 
therefore, would at all times hasten to dispose of his commodity in 
exchange for anything which, though it might not be fitted to his own im- 
mediate wants, was in great and general demand, and easily divisible, so 
that he might be sure of being able to purchase with it whatever was 
offered for sale, The primary necessaries of life possess these properties 
in a high degree. Bread is extremely divisible, and an object of universal 
desire. Still, this 1s not the sort of thing required : for, of food, unless in 
expectation of a scarcity, no one wishes to possess more at once, than is 
wanted for immediate consumption ; so that a person is never sure of find- 
ing an immediate purchaser for articles of food ; and unless soon disposed 
of, most of them perish. Thething which people would select to keep by 
them for making purchases, must b2 one which, besides being divisible 
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and generally desired, does not deteriorate by keeping. This reduces 
the choice to a small number of articles. 

§ 2, By a tacit concurrence, almost all nations, at a very early period, 
fixed upon certain metals, and especially gold and silver, to serve this 
purpose. No other substances unite the necessary qualities in so great a 
degree, with so many subordinate advantages. Next to food and clothing, 
and in some climates even before clotlfing, the strongest inclination ina 
rude state of society is for personal ornament, and for the kind of dis- 
tinction which is obtained by rarity or costliness in such ornaments. 
After the immediate necessities of life were satisfied, every one was eager 
to accumulate as great a store as possible of things at once costly and 
ornamental ; which were chiefly gold, silver, and jewels. These were the 
things which it most pleased every one to possess, and which there was 
most certainty of finding others willing to receive in exchange for any 
kind of produce. They were among the most imperishable of all sub- 
stances. They were also portable, and containing great value in small 
bulk, were easily hid; a consideration of much importance in an age of 
insecurity. Jewels are inferior to gold and silver in the quality of divisi- 
bility ; and are of very various qualities, not to be accurately discriminated 
without great trouble. Gold and silver are eminently divisible, and when 
pure, always of the same quality ; and their putity may be ascertained 
and certified by a public authority. 

Accordingly, though furs have been employed as money in some 
countries, cattle in others, in Chinese T@rtary cubes of tea closely pressed 
togcther, the shells called cowries on the coast of Western Africa, and in 
Abyssinia at this day blocks of rock salt ; though even of metals, the less 
costly have sometimes been chosen, as iron in Lacedzemon from an ascetic 
policy, copper in the early Roman republic from the poverty of the people ; 
gold and silver have been generally preferred by nations which were able 
to obtain them, either by industry, commerce, or conquest. To the 
qualities which originally recommended them, another came to be added, 
the importance of which only unfolded itself by degrees. Of all com- 
moditics, they are among the least influenced by any of the causes which 
produce fluctuations of value. No commodity is quite free from such 
fluctuations. Gold and silver have sustained, since the beginning of 
history, one great permanent alteration of value, from the discovery of the 
American mines ; and some temporary variations, such as that which, in 
the last great war, was produced by the absorption of the metals in 
hoards, and in the military chests of the immense armies constantly in the 
field. In the present age the opening of a new source of supply, so 
abundant as the mines of the Ural mountains and of Siberia, to which 
may now be added California, may be the commencement of another 
period of decline, on the limits of which it would be useless at present to 
speculate. But on the whole, no commodities are so little exposed to 
causes of variation. They are more constant than almost any other 
things in thcir cost of production. And from their durability, the total 
quantity in existence is at all times so great in proportion to the annual 
supply, that the effect on value even of a change in the cost of production 
is not sudden : a very long time being required to diminish materially the 
quantity in existence, and even to increase it very greatly being no rapid 
process. Gold and silver, therefore, are more fit than any other com- 
modity to be the subject of engagements for receiving or paying a given 
quantity at some distant period. If the engagement were made in corn, 
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a failure of crops might increase the burthen of the payment in one year 
to fourfold what was intended, or an exuberant harvest sink it in another 
to one-fourth. If stipulated in cloth, some manufacturing invention might 
permanently reduce the payment to a tenth of its original value. Such 
things have been known to occur even 1n the case of payments stipulated 
in gold and silver ; but the great fall of their value after the discovery of 
Ametica, is, as yet, the only authenticated instance ; and 1n this case the 
change was extremely gradual, being spread over a period of rnany years. 

When gold and silver had become virtually a medium of exchange, by 
becoming the things for which people generally sold, and with which they 
generally bought, whatever they had to sell or to buy, the contrivance of 
coining obviously suggested itself. By this process the metal was divided 
into convenient portions, of any degree of smallness, and bearing a re- 
cognised proportion to one another ; and the trouble was saved of weigh- 
ing and assaying at every change of possessors, an inconvenience which 
on the occasion of small purchases would soon have become insupport- 
able. Governments found it their interest to take the operation into their 
own hands, and to interdict all conmmg by private persons ; indeed, their 
guarantee was often the only one which would have becn relied on, a 
reliance, however, which very often it ill deserved ; profligate govern- 
ments having until a very modern period seldom scrupled, for the sake of 
robbing their creditors, to confer on all other debtors a licence to rob theirs, 
by the shallow and impudent artifice of lowering the standard ; that least 
covert of all modes of knavery, which consists in calling a shilling a pound, 
that a debt of a hundred pounds may be cancelled by the payment of a 
hundred shillings, It would have been as simple a plan, and would have 
answered the purpose as well, to have enacted that ‘a hundred’ should 
always be interpreted to mean five, which would have effected the same 
reduction in all pecuniary contracts, and would not have been at all more 
shameless. Such strokes of policy have not wholly ceased to be recom- 
mended, but they have ceased to be practised; except occasionally 
through the medium of paper money, in which case the character of the 
transaction, from the greater obscurity of the subject, 1s a hittle less 
barefaced. 

§ 3. Money, when its use has grown habitual, is the medium through 
which the incomes of the different members of the community are distri- 
buted to them, and the measure by which they estimate their possessions, 
As it is always by means of money that people provide for their different 
necessities, there grows up in their minds a powerful association leading 
them to regard money as wealth in a more peculiar sense than any other 
article ; and even those who pass theur lives in the production of the most 
useful objects, acquire the habit of regarding those objects as chiefly 
important by their capacity of being exchanged ‘for money. A person 
who parts with money to obtain commodities, unless he intends to sell 
them, appears to the imagination to be making a worse bargain than a 
person who parts with commodities to get money ; the one seems to be 
spending his means, the other adding to them. Illusions which, though 
now in some measure dispelled, were long powerful enough to overmaster 
the mind of every politician, both speculative and practical, in Europe. 

It must be evident, however, that the mere introduction of a particular 
mode of exchanging things for one another, by first exchanging a thing 
for money, and the: exchanging the money for something else, makes no 
difference in the essential character of transactions, It is not with money 
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that things are really purchased. Nobody’s income (except that of the 
gold or silver ininer) 1s derived from the precious metals. The pounds or 
shillings which a person receives weckly or yearly, are not what constitutes 
hs income; they are a sort of tickets or orders which he can present for 
pzyment at any shop he pleases, and which entitle him to receive a certain 
value of any commadity that he makes choice of. The farmer pays his 
labourers and his landlord in these tick@ts, as the most convenient plan for 
Iimself and them ; but their real income is their share of his corn, cattle, 
and hay, and it makes no essential difference whether he distributes it to 
them direct, or sells 1t for them and gives them the price ; but as they 
would have to sell it for money if he did not, and as he js a seller at any 
rate, it best suits the purposes of all, that he should sell their share alone 
with his own, and leave the labourers more leisure for work and the land- 
lord for being idle. The capitalists, except those who are producers of the 
precious metals, derive no part of their income from those metals, since 
they only get them by buying them with their own produce: while all 
other persons have their incomes paid to them by the capitalists, or by 
those who have received payment from the capitalists, and as the 
capitalists have nothing, from the first, except their produce, it is that and 
nothing else which supplies all incomes furnished by them There cannot, 
in short, be intrinsically a more insignificant thing, in the economy of 
society, than money ; eacept in the character of a contrivance for sparmny 
time and labour. It1s a machinery for doing quickly and commodiously, 
what would be done, though less quickéy and commodhiously, without it: 
and like many other kinds of machinery, it only exerts a distinct and in- 
dependent influence of 1ts own when tts gets out of order 

The introduction of money does not interfere with the operation of any 
of the Laws of Value laid down 1n the preceding chapters The reasons 
which make the temporary or market value of things depend on the 
demand and supply, and their average and permanent values upon their 
cost of production, are as applicable to a money system as to a system of 
barter. Things which by barter would exchange for one another, will, if 
sold for money, sell for an equal amount of it, and so will exchange for 
one another still, though the process of exchanging them will consist of 
two operations instead of only one. The relations of commodities to one 
another remain unaltered by money : the only new relation introduced, is 
their relation to money itself ; how much or how hittle money they will 
exchange for; in other words, how the Exchange Value of moncy itself 1s 
determined. And this is not a question of any difficulty, when the illusion 
is dispelled, which caused money to be looked upon as a peculiar some- 
thing, not governed by the same laws as other things. Money 1s a 
commodity, and its value is determined hke that of other commoditics, 
temporarily by demafid and supply, permanently aud on the aveiage by 
cost of production. The illustration of these principles, considered in 
their application to money, must be given in some detail, on account of 
the confusion which, in minds not systematically instructed on the subject, 
envelopes the whole matter ; partly from a lingering remnant of the old 
misleading associations, and partly from the mass of vapoury and baseless 
speculation with which this, more than any other topic of political economy, 
has in latter times become surrounded. I shall therefore treat of the 
Value of Money in a chapter apart, ; 
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CHAPTER VIII. 
OF THE VALUE OF MONEY, AS DEPENDENT ON DEMAND AND SUPPLY. 


§ 1. IT is unfortunate that in the very outset of the subject we have to 
clear from our path a formidable ambiguity of language. The Value of 
Money 1s to appearance an expression as precise, as free from possibilit 
of misunderstanding, as any in science. The value of a thing, 1s what t 
will exchange for: the value of money, is what money will exchange for ; 
the purchasing power of money. If prices are low, money will buy much 
of other things, and 1s of high value ; if prices are high, it will buy little of 
other things, and is of low value. The value of money is inversely as 
general prices: falling as they rise, and rising as they fall. 

ut unhappily the same phrase is also employed, in the current 
language of commerce, in a very different sense. Money, which is so 
commonly understood as the synonym of wealth, is more especially 
the term in use to denote it when borrowing is spoken of. When one 
person lends to another, as well as when he pays wages or rent to another, 
what he transfers 1s not the mere money, but a nght to a certain value of 
the produce of the country, to be selected at pleasure ; the lender having 
first bought this night, by giving for it a portion of his capital. What he 
1eally lends is so much capital; the money is the mere instrument of 
transfer. But the capital usually passes from the lender to the receiver 
through the means either of moncy, or of an order to receive money, and 
at any rate it 1s in money that the capital is computed and estimated. 
Hence, borrowing capital is universally called borrowing money ; the loan 
market 1s called the money market: those who have their capital dis- 
posable for investment on loan are called the moneyed class: and the 
equivalent given for the use of capital, or in other words, inte1est, is not 
only called the interest of money, but, by a grosser perversion of terms, 
the value of money This misapplication of language, assisted by some 
fallacious appearances which we shall notice and clear up hereafter,* has 
created a general notion among persons in business, that the Value of 
Money, meaning the rate of interest, has an intimate connexion with the 
Value of Money in its proper sense, the value or purchasing power of the 
circulating medium. We shall come to this subyect before long : at present 
it1s enough to say, that by Value J shall always mean Exchange Value, 
and by money the medium of exchange, not the capital which is passed 
from hand to hand through that medium. 

§ 2. The value or purchasing power of money depends, in the first 
instance, on demand and supply. But demand and supply, in relation to 
money, present themselves ina somewhat different shape from the demand 
and supply of other things. 

The supply of a commodity means the quantity offered for sale. But it 
is not usual to speak of offering money for sale. People are not usually 
said to buy or sell money. This, however, is merely an accident of 
language. In point of fact, money is hought and sold like other things, 
whenever other things are bought and sold for money. Whoever sells 
corn, or tallow, or cotton, buys money. Whoever buys bread, or wine, or 
clothes, sells money to the dealer in those articles. The money with which 
people are offering to buy, is money offered for sale. The supply of 
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morey, then, is the quantity of it which people are wanting to lay out: 
that is, all the money they have in their possession, except what they are 
hoarding, or at least keeping by them as a reserve for futme con- 
tingenc.es. The supply of morey, in short, 1s all the money in circulation 
at he time. 

The demand for money, again, consists of all the goods offeied for sale. 
Every seller of goods is a buyer of money, and the goods he brings with 
hm constitute his demand. The demand for money difie:s from the 
cemand for other things 1n this, that it 1s limited only by the means of 
he purchaser. The demand for other things 1s for so much and no 
nore ; but there is always a demand for as much moncy as can be got. 
Persons may indeed refuse to sell, and withdraw their goods from the 
market, if they cannot get for them what they consider a sufficient price. 
But this is only when they think that the price will rise, and that they shall 
get more money by waiting. If they thought the low price likely to be 
permanent, they would take what they could get. It is always a szwe gud 
non with a dealer to dispose of his goods. 

As the whole of the goods in the market compose the demand for 
money, so the whole of the money constitutes the demand for goods. The 
money and the goods are seeking each other for the puipose of being 
exchanged. They are reciprocally supply and demand to one another. 
It is indifferent whether, in characterizing the phenomena, we speak of the 
demand and the supply of goods, or the supply and the demand of money. 
They are equivalent expressions. 

We shall proceed to illustrate this proposition more fully. And in doing 
this, the reader will remark a gieat difference between the class of 
questions which now occupy us, and those which we previously had under 
discussion respecting Values. In considering Value, we weie only con- 
cerned with causes which acted upon particular commodities, apait from 
the rest. Causes which affect all commodities alike do not act upon 
values, But in considering the relation between goods and money, it is 
with the causes that operate upon all goods whatever, that we are 
especially concerned. We are comparing goods of all sorts on one 
side, with money on the other side, as things to be exchanged against 
each other. 

Suppose, everything else being the same, that there is an inciease of 
the quantity of money, say by the arrival of a foreigner in a place, with a 
treasure of gold and silver. When he commences expending it (for this 
question it matters not whether productively or unproductively), he adds 
to the supply of money, and by the same act, to the demand for goods. 
Doubtless he adds, in the first instance, to the demand only for certain 
kinds of goods, namely those which he selects for purchase ; he will 
immediately raise the price of those, and so far as fc 1s individually con- 
cerned, of those only. If he spends his funds in giving entertainments, 
he will raise the prices of food and wine. If he expends them in 
establishing a manufactory, he will raise the prices of labour and materials. 
But at the higher prices, more money will pass into the hands of the 
sellers of these different articles ; and they, whether labourers or dealers, 
having more money to lay out, will create an increased demand for all 
the things which they are accustomed to purchase : these accordingly 
will rise in price, and so on until the rise has 1eached everything. I say 
everything, although it is of course possible that ¢he influx of money 
might take place through the medium of some new class of consumers, or 
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in such a manner as to alter the proportions of different classes of con. 
sumers to one another, so that a greater share of the national income 
than before would thenceforth be expended in some articles, and a smaller 
in others ; exactly as if a change had taken place in the tastes and waits 
of the community. If this were the case, then until production lad 
accommodated itself to this change in the comparative demand ‘or 
different things, there would be a real alteration in values, and sone 
things would rise in price more than otheis, while some perhaps woul 
not rise at all. These effects, however, would evidently proceed, not fron 
the mere increase of money, but from accessory circumstances attending 
it. We are now only called upon to consider what would be the effect of 
an increase of money, considered by itself. Supposing the money in the 
hands of individuals to be increased, the wants and inclinations of the: 
community collectively in 1espect to consumption remaining exactly the 
same ; the increase of demand would reach all things equally, and there 
would be a universal rise of prices. We might suppose, with fume, that 
some morning, every person in the nation should wake and find a gold 
coin in his pocket : this example, however, would involve an alteration of 
the proportions in the demand for different commodities ; the Juxunes of 
the poor would, in the first instance, be raised in price, in a much greater 
degree than other things. Let us rather suppose, therefore, that to every 
pound, or shilling, or penny, in the possession of any one, another pound, 
shilling, or penny, were suddenly added. There would be an increased 
money demand, and consequently an increased money value, or price, for 
things of all sorts. This increased value would do no good to any one ; 
would make no difference, except that of having to reckon pounds, 
shillings, and pence, in higher numbers’ It would be an increase of 
values only as estimated in money, a thing only wanted to buy other 
things with; and would not enable any one to buy more of them than 
before. Prices would have risen in a certain ratio, and the value of money 
would have fallen in the same ratio. 

It is to be remarked that this ratio would be precisely that in which the 
quantity of money had been increased. If the whole money in circula- 
tion was doubled, prices would be doubled. If it was only increased one- 
fourth, prices would nse one-fourth. There would be one-fouith more 
money, all of which would be used to purchase goods of some description. 
When there had been time for the increased supply of money to reach all 
maikets, or (according to the conventional metaphor) to permeate all the 
channels of circulation, all prices would have risen one-fourth. But the 
general rise of price 1s independent of this diffusing and equalizing 
process. Even if some prices were raised more, and others less, the 
average rise would be one-fourth. This 1sa necessary consequence of the 
fact, that a fourth move money would have been given for only the same 
aueny of goods. General prices, therefore, would in any case be a 
ourth higher. 

The very same effect would be produced on prices if we suppose the 
goods diminished, instead of the money increased: and the contrary 
effect if the goods were increased, or the money diminished. If there 
were less money in the hands of the community, and the same amount of 
goods to be sold, less money altogether would be given for them, and 
they would be sold at lower prices ; lower, too, in the precise ratio in 
which the money was diminished. So that the value of money, other 
things being the same, varies inversely as its quantity ; every increase of 
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quantity lowering the value, and every diminution raising it, in a 1atio 
exactly equivalent. 

This, it must be observed, is a property peculiar to money. We did 
not find it to be true of commodities generally, that every diminution of 
supply raised the value exactly in proportion to the deficiency, or that 
every imcrease lowered it in the precise ratio of theexcess. Some things 
are usually affected in a greater ratio than that of the excess or deficiency, 
others usually im a less: because, in ordinary cases of demand, the 
desire, being for the thing itself, may be stronger or weaker ; and the 
amount of what people are willing to expend on it, being in any case a 
limited quantity, may be affected in very unequal degrees by difficulty or 
facility of attamment. But in the case of money, which is desired as the 
means of universal purchase, the demand consists of everything which 
people have to sell ; and the only limit to what they are willing to give, 1s 
the limit set by their having nothing more to offer. The whole of the 
goods being in any case exchanged for the whole of the money which 
comes into the market to be laid out, they will sell for less or more of it 
exactly according as less or more is brought. 

§ 3. From what precedes, it might for a moment be supposed that all 
the goods on sale in a country at any one time, are exchanged for all the 
money existing and in circulation at that same time: or, in other words, 
that there 1s always in circulation in a country, a quantity of money equal 
in value to the whole of the goods then and there on sale. But this would 
be a complete misapprehension. The m8ney laid out 1s equal in value to 
the goods it purchases ; but the quantity of money laid out is not the 
same thing with the quantity in circulation. As the money passes from 
hand to hand, the same piece of money is laid owt many times, before all 
the things on sale at one time are purchased and finally removed from 
the market: and each pound or dollar must be counted for as many 
pounds or dollars, as the number of times it changes hands in order to 
effect this object. The greater part of the goods must also be counted 
more than once, not only because most things pass through the hands of 
several sets of manufacturers and dealers before they assume the form in 
which they are finally consumed, but because, in times of speculation (and 
all times are so, more or less) the same goods are often bought repeatedly, 
to be resold for a profit, before they are bought for the purpose of con- 
sumption at all. 

lf we assume the quantity of goods on sale, and the number of times 
those goods are rescld, to be fixed quantities, the value of money will 
depend upon its quantity, together with the average number of times that 
each piece changes hands in the process, The whole of the goods sold 
(counting each resale of the same goods as so much added to the goods) 
have been exchanged for the whole of the money, multiplied by the 
number of purchases made on the average by each piece. Consequently, 
the amount of goods and of transactions being the same, the value of money 
is inversely as its quantity multiplied by what is called the rapidity of 
circulation, And the quantity of money in circulation, is equal to the 
money value of all the goods sold, divided by the number which expresses 
the rapidity of circulation. 

The phrase, rapidity of circulation, requires some comment. It must 
not be understood to mean, the number of purchases made by each piece 
of money in a given time. Time is not the thing to begconsidered. The 
state of society may be such, that each piece of money hardly performs 


338 EXCHANGE. 


more than one purchase in a year; but if this arises from the small 
number of transactions—from the small amount of business done, the 
want of activity in traffic, or because what traffic there 1s, mostly takes 
place by barter—it constitutes no reason why prices should be lower, or 
the value of money higher. The essential point 15, not how often 
the same money changes hands in a given time, but how often it 
changes hands in order to perform a given amount of traffic. We 
must compare the number of purchases made by the money ina 
given time, not with the time itself, but with the goods sold in that same 
time. If each piece of money changes hands on an average ten times 
while goods ate sold to the value of a million sterling, it 1s evident that 
the money required to circulate those goods is 100,000/. And conversely, 
if the money 1n circulation 1s 100,000/., and each piece changes hands by 
the purchase of goods ten times in a month, the sales of goods for money 
which take place every month must amount on the average to 1,000,000/. 

Rapidity of circulation being a phrase so 111 adapted to express the 
only thing which it 1s of any mnportance to express by it, and having a 
tendency to confuse the subject by suggesting a meaning extremely 
different from the one intended, it would be a good thing if the phrase 
could be got nid of, and another substituted, more directly significant of 
the idea meant to be conveyed. Some such expression as ‘ the efficiency 
of money,’ though not unexceptionable, would do better; as it would 
point attention to the quantity af work done, without suggesting the idea 
of estimating it by time. Until an appropriate term can be devised, we 
must be content to express the idea by the circumlocution which alone 
conveys it adequately, namely, the average number of purchases made by 
each piece in order to effect a given pecumary amount of transactions. 

§ 4. The proposition which we have laid down 1especting the dependence 
of general prices upon the quantity of money in circulation, must for the 
present be understood as applying only to a state of things in which money, 
that is, gold or silver, is the exclusive instrument of exchange, and actually 
esis from hand to hand at every purchase, credit in any of its shapes 

eing unknown. When credit comes into play as a means of purchasing, 
distinct from money in hand, we shall hereafter find that the connexion 
between prices and the amount of the circulating medium is much less 
direct and intimate, and that such connexion as does exist no longer 
adinits of so simple a mode of expression. But on a subject so full of 
complexity as that of currency and prices, it is necessary to lay the 
foundation of our theory in a thorough understanding of the most simple 
cases, which we shall always find lying as a groundwork or substratum 
under those which arise in practice. ‘That an increase of the quantity of 
money raises prices, and a diminution lowers them, 1s the most elementary 
popeson in the theory of currency, and without it we should have no 

ey to any of the others. In any state of things, however, except the 
simple and primitive one which we have supposed, the proposition 1s only 
true other things being the same: and what those other things are, which 
must be the same, we are not yet ready to pronounce. We can, however, 
point out, even now, one or two of the cautions with which the principle 
must be guarded in attempting to make use of it for the practical explana- 
tion of phenomena: cautions the more indispensable, as the doctrine, 
though a scientific truth, has of late years been the foundation of a greater 
mass of false thedty, and erroneous interpretation of facts, than any other 
proposition relating to interchange. From the time of the resumption of 
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cash payments by the Act of 1819, and especially since the corimercial 
crisis of 1825, the favourite explanation of every rise or fall of prices has 
been ‘the currency ;’ and hke most popular theories, the doctrine has 
been applied with hittle regard to the conditions necessary for making it 
correct. 

For example, it is habitually assumed that whenever there is a greater 
amount of money in the country, or in existence, a 1ise of prices must 
necessarily follow. But this 1s by no means an inevitable consequence. 
In no commodity is it the quantity in existence, but the quantity offered 
for sale, that determines the value. Whatever may be the quantity of 
money in the country, only that part of it will affect prices, which goes 
into the markct for commodities, and is there actually exchanged against 
goods. Whatever increases the amount of this portion of the money in 
the country, certainly tends to raise prices. But money hoarded does not 
act on prices. Money kept 1n reserve by individuals to meet contingencies 
which do not occur, does not act on prices. The money in the coffers of 
the Bank, or retained as a reserve by private bankers, does not act on 
prices until drawn out, nor even then unless drawn out to be expended in 
commodities. 

It frequently happens that money, to a considerable amount, is brought 
into the country, 1s there actually employed as capital, and again flows 
out, without having ever once acted upon the markets of commodities, 
but only upon the market of securities, or, as it is commonly though 
improperly called, the money market. Let us return to the case already 
put for illustration, that of a foreigner landing in the country with a 
treasure. We supposed him to employ his treasure in the purchase of 
goods foi his own use, or in setting up a manufactory and employing 
labourers ; and in either case he would, ceter?s paribus, raise prices. 
But instead of doing either of these things, he might very probably prefer 
to invest his fortune at interest ; which we shall suppose him to do in the 
most obvious way, by becommg a competitor for a poition of the stock, 
exchequer bills, railway debentures, mercantile bills, mortgages, etc., 
which are at all times in the hands of the public. By doing this he 
would raise the prices of those different securities, or in other words 
would lower the rate of interest : and since this would disturb the relation 
previously existing between the rate of interest on capital in the country 
Itself, and that in foreign countries, it would probably mduce some of 
those who had floating capital secking employment, to send it abroad for 
foreign investment, rather than buy securities at home at the advance of 
price. As much money might thus go out as had previously come in, 
while the prices of commodities would have shown no trace of its 
temporary presence. This is a case highly deserving of attention: and 
it is a fact now beginning to be recognised, that the passage of the 
precious metals from country to country 1s determined much more than 
was formerly supposed, by the state of the loan market in differcnt 
countries, and much less by the state of prices. ; 

Another point must be adverted to, in order to avoid se1ious error 1n 
the interpretation of meicantile phenomena. If there be, at any time, an 
increase in the number of money transactions, a thing continually hable 
to happen from differences in the activity of speculation, and even 1n the 
time of year (since certain kinds of business are transacted only at par- 
ticular seasons) ; an increase of the currency which is only proportional 
to this increase of transactions, and is of no longer dur&tion, has no ten- 
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dency to raise prices. At the quarterly periods when the public dividends 
are paid at the Bank, a sudden increase takes place of the money in the 
hands of the public ; an increase estimated at froma fifth to two-fifths of 
the whole issues of the Bank of England. Yet this never has any effect 
on prices ; and in a very few weeks, the currency has again shrunk into 
its usual dimensions, by a mere reduction in the demands of the public 
(after so copious a supply of ready money) for accommodation from the 
Bank in the way of discount or loan. In hke manner the currency of 
the agricultural districts fluctuates in amount at different seasons of the 
year. It is always lowest in August: ‘it mses generally towards Christ- 
mas, and obtains its greatest elevation about Lady-day, when the farmer 
commonly lays in his stock, and has to pay his rent and summer taxes,’ 
and when he therefore makes his principal applications to country 
bankers for loans. ‘Those variations occur with the same regularity as 
the season, and with just as little disturbance of the markets as the 
quarterly fluctuations of the notes of the Bank of England. As soon as 
the extra payments have been completed, the superfluous’ currency, 
which is estimated at half a million, ‘as certainly and immediately is 
reabsorbed and disappears.’* 

If extra currency were not forthcoming to make these extra payments, 
one of three things must happen. Either the payments must be made 
without money, by a resoit to some of those contrivances by which its use 
1s dispensed with ; or there must be an increase in the rapidity of circu- 
lation, the same sum of money being made to perform more payments ; 
or if neither of these things took place, money to make the extra pay- 
ments must be withdrawn from the market for commodities, and prices, 
consequently, must fall. An increase of the circulating medium, con- 
formable in extent and duration to the temporary stress of business, does 
not raise prices, but merely prevents this fall. 

The sequel of our investigation will point out many other explanations 
and qualifications with which the proposition must be received, that the 
value of the circulating medium depends on the demand and supply, and 
is in the inverse ratio of the quantity. 


CHAPTER IX, 
OF THE VALUE OF MONEY, AS DEPENDENT ON COST OF PRODUCTION. 


§ 1. BUT money, no more than commodities in general, has its value 
definitively determyned by demand and supply. The ultimate regulator of 
its value is Cost of Production. 

We are supposing, of course, that things are left tothemselves. Govern- 
ments have not always left things to themselves. They have undertaken 
to prevent the quantity of money from adjusting itself according to 
spontaneous laws, and have endeavoured to regulate it at their pleasure ; 
generally with a view of keeping a greater quantity of money in the 
country, than would otherwise have remained there. It was, until lately, 
the policy of all governments to interdict the exportation and the melting 


* Fullarto: on the Regelation of Currencies, 2nd edit. pp. 87-9, 


VALUE OF MONEY. 341 


of money; while, by encouraging the exportation and impeding the 
importation of other things, they endeavoured to have a stream of money 
constantly flowing in. By this course they gratified two prejudices : they 
drew, or thought that they drew, more money into the country, which they 
believed to be tantamount to more wealth: and they gave, or thought 
that they gave, to all producers and dealers, high prices, which, 
thougl no real advantage, people are “always inclined to suppose to 
e one. 

In this attempt to regulate the value of money artificially by means of 
the supply, governments have never succeeded in the degree, or even in 
the manner, which they intended. Their prohibitions against exporting 
or melting the coin have never been effectual. A commodity of such 
small bulk in proportion to its value 1s so easily smuggled, and still more 
easily melted, that it has been impossible by the most stringent measures 
to prevent these operations. All the msk which it was in the power of 
governments to attach to them, was outweighed by a very moderate 
profit.* In the more indirect mode of aiming at the same purpose, by 
throwing difficulties in the way of making the returns for exported goods 
in any other commodity than money, they have not been quite so unsuc- 
cessful. They have not, indeed, succeeded in making money flow con- 
tinuously into the country ; but they have to a certain extent been able 
to keep it at a higher than its natural level ; and have, thus far, removed 
the value of moncy from exclusive dependence on the causes which fix 
the values of things net artificially interfered with. 

We aie however to suppose a state, not of artificial regulation, but of 
freedom In that stute, and assuming no charge to be made for coinage, 
the value of money will conform to the value of the bullion of which it 1s 
made. A pound weight of gold or silver in coin, and the same weight 1n 
an ingot, will precisely exchange for one another. On the supposition of 
freedom, the metal cannot be worth more in the state of bullion than of 
coin ; for as it can be melted without any loss of time, and with hardly 
any expense, this would of course be done until the quantity in circula- 
tion was so much diminished as to equalize its value with that of the same 
weight in bullion. It may be thought however that the coin, though it 
cannot be of less, may be, and being a manufactured article will naturally 
be, of greater value than the bullion contained in it, on the same principle 
on which linen cloth 1s of more value than an equal weight of linen yarn. 
This would be true, were it not that Government, in this country and in 
some others, coins money gratis for any one who furnishes the metal. 
The labour and expense of coinage, when not charged to the possessor, 
do not raise the value of the article. If Government opened an office 
where, on delivery of a given weight of yarn, it returned the same weight 
of cloth to any one whd asked for it, cloth would be worth no more in the 
market than the yarn it contained As soon as coin is worth a fraction 
more than the value of the bullion, it becomes the interest of the holders 
of bullion to send it to be coined. If Government, however, throws the 
expense of coinage, as is reasonable, upon the holder, by making a charge 


* The effect of the prohibition cannot, however, have been so entirely insignifi- 
cant as it has been supposed to be by writers on the subject. The facts adduced by 
Mr. Fullarton, in the note to page 7 of his work on the Regulation of Currencies, 
show that it required a greater per-centage of difference in value between coin and 
bullion than has commonly been imagined, to bring the coin fo the melting-pot, 
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to cover the expense, (which is done by giving back rather less in coin 
than has been received in bullion, and is called levying a seigniorage), the 
coin will rise, to the extent of the seigniorage, above the value of the 
bullion. If the mint kept back one per cent., to pay the expense of coin- 
age, it would be against the interest of the holders of bullion to have it 
coined, until the com was more valuable than the bullion by at least that 
fraction. The com, therefore, would be kept one per cent. higher in 
value, which could only be by keeping it one per cent. Jess in quantity 
than if its coinage were gratuitous. 

The Government might attempt to obtain a profit by the transaction, 
and might lay on a seigniorage calculated for that purpose ; but whatever 
they took for coinage beyond its expenses, would be so much profit on 
private coining. Coining, though not so easy an operation as melting, is 
far from a difficult one, and, when the coin produced is of full weight and 
standard fineness, is very difficult to detect. If, therefore, a profit could 
be made by coining good money, 1t would certainly be done ; and the 
attcinpt to make seigniorage a source of revenue would be defeated. Any 
attempt to keep the value of the coin at an artificial elevation, not by a 
seigmio1aze, but by refusing to coin, would be frustrated in the same 
manner.* 

§ 2. The value of money, then, conforms permanently, and, in a state 
of freedom, almost :mmediately, to the value of the metal of which it is 
made ; with the addition, or not, of the expenses of coinage, according as 
those expenses are borne by the andividual or by the state. This simpli- 
fies extremely the question which we have here to consider: since gold 
and silver bullion are commodities like any others, and their value 
depends, lke that of other things, on their cost of production. 

To the majority of civilized countries, gold and silver are foreign pro- 
ducts : and the circumstances which govern the values of foreign products, 
present some questions which we are not yet ready to examine. For the 
present, therefore, we must suppose the country which is the subject of 
our inquilies, to be supplied with gold and silver by its own mines, re- 
serving for fature consideration how far our conclusions require modifica- 
tron, to adapt them to the more usual case. 

Of the three classes ito which commodities are divided—those 
absolutely limited in supply, those which may be had in unlimited quantity 
at a given cost of production, and those which may be had in unlimited 
quantity, but at an increasing cost of production—the precious metals, 
being the produce of mines, belong to the third class. Their natural 
value, therefore, 1s proportional to their cost of production 1n the most 
unfavourable existing circumstances, that is, at the worst mine which it is 
necessary to work in order to obtain the required supply. A pound 
weight of gold will, in the country of the mines, exchange on the average 
for as much of every other commodity, as is produced at a cost equal to 


* In England, although there is no scigniorage on gold coin (the Mint returning 
in coin the same weight of pure metal which it reccives in bullion) there 1s a delay 
of a few weeks after the bullion is deposited, before the coin can be obtained, 
accasioning a loss of interest, which, to the holder, is equivalent to a trifling 
seigniorage. rom this cause, the value of coin is in geneial slightly above 
that of the bullion it contains. An ounce of gold, according to the quantity of 
metal in a sovereign, should be worth £3 17s. 104d. ; but it was usually quoted at 
43 17s. 6d., until the Bank Charter Act of 1844 made it imperative on the Bank 
to give its notes for all bullion offered to it at the rate of £3 17s. gd, 
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its own ; meaning by its own cost, the cost of producing it at the worst 
mines which the existing demand makes it necessary to work ‘The 
average value of gold is made to conform to its natural value in the same 
manner as the values of other things arc made to conform to their natural 
value. Suppose that it were selling above its natural value ; that 1s, above 
the value which is an equivalent for the labour and expense of mining, 
and for the nsks attending a branch of industry in which nine out of ten 
experiments aie failures. A part of the mass of floating capital which is 
on the look-out for investment, would take the direction of mining enter- 
prise ; the supply would thus be increased, and the value would fall. If, 
on the contrary, it were selling below its natural value, miners would not 
be obtaining the ordinary profit ; they would slacken their works ; if the 
depreciation was great, some of the inferior mines would perhaps stop 
woiking altogether : and a falling off in the annual supply, preventing 
the annual wear and tear from being completely compensated, would by 
degrees reduce the quantity, and restore the value. 

When examined more closely, the following are the details of the 
process. If gold is above its natural or cost value—the coin, as we have 
seen, conforming in its value to the bullion—moncy will be of high value, 
and the prices of all things, labour included, will be low. These low 
plices will lower the eapenses of all producers: but as their retuins will 
also be lowered, no advantage will be obtained by any producer, eacept 
the producer of gold: whose returns frgm his mine, not depending on 
price, will be the same as before, and his expenses being less, he will 
obtain extra profits, and will be stimulated to inciease his production. 
£E converso \f the metal 1s below its natural value : synce this 1s as much 
as to say that prices are high, and the money expenses of all producers 
unusually great: for this, however, all other producers will be compensated 
by increased money returns : the miner alone will extract from his mine 
no more metal than before, while his expenses will be greater : his profits 
therefore being diminished or annihilated, he will diminish his production, 
if not abandon his employment. 

In this manner it is that the value of money 1s made to conform to the 
cost of production of the metal of which it 1s made. It may be well, how- 
ever, to repeat (what has been said before) that the adjustment takes a 
long time to effect, in the case of a commodity so generally desired and 
at the same time so durable as the precious metals. Being so largely 
used not only as money but for plate and ornament, there 1s at all times a 
very large quantity of these metals in existence : while they are so slowly 
worn out, that a comparatively small annual production 1s sufficient to 
keep up the supply, and to make any addition to it which may be required 
by the increase of goods to be circulated, or by the increased demand for 
gold and silver articles by wealthy consumers. Even if this small annual 
supply were stopped entirely (which it never is, the richer mines continuing 
to be worked, though at some diminution of rent) it would require many 
years to reduce the quantity so much as to make any very material 
difference in prices. The quantity may be increased, much more rapidly 
than it can be diminished ; but the increase must be very great before it 
can make itself much felt over such a mass of the precious metals as 
exists in the whole commercial world. And hence the effccts of all 
changes in the conditions of production of the precious metals are at first, 
and continue to be for many years, questions of quantéty only, with little 
reference to cost of production. 
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§ 3. Since, however, the value of moncy really conforms, like that of 
other things, although more slowly, to its cost of production, some political 
economists have objected altogether to the statement that the value of 
money depends on its quantity combined with the rapidity of circulation ; 
which, they think, 1s assuming a law for moncy that does not exist for any 
other commodity, when the truth 1s that it is governed by the very same 
laws To this we may answer, in the fist place, that the statement in 
question assumes no peculiar law. It 1s simply the law of demand and 
supply, which 1s acknowledged to be applicable to all commodities, and 
which, in the case of money as of most other things, 1s controlled, but not 
set aside, by the law of cost of production, since cost of production would 
have no effect on value if 1t could have none on supply. But, secondly, 
there really 1s, in one respect, a closer connexion between the value of 
money and its quantity, than between the values of other things and their 
quantity. The value of other things conforms to the changes in the cost 
of production, without requiring, as a condition, that there should be any 
actual alteration of the supply : the potential alteration is sufficient ; and 
if there even be an actual alteration, it is but a temporary one, except in 
so far as the altered value may make a difference in the demand, and so 
require an increase or diminution of supply, as a consequence, not a cause, 
of the alteration in value. Now this is also true of gold and silver, con- 
sidered as articles of expenditure for ornament and luxury ; but it 1s not 
true of money. If the cost of production of gold were reduced one-fourth, 
by the discovery of more fertile mines, 1t might happen that there would 
not be more of it bought for plate, gilding, or jewellery, than before ; and 
if so, though the value would fall, the quantity extracted from the mines 
for these purposes would be no greater than previously. Not so with the 
portion used as money: that portion could not fall in value one-fourth, 
unless actually increased one-fourth ; for, at prices one-fourth higher, one- 
fourth more money would be required to make the accustomed purchases ; 
and if this were not forthcoming, some of the commodities would be with- 
out purchasers, and prices could not be kept up. Alterations, therefore, in 
the cost of production of the precious metals, do not act upon the value of 
money except just in proportion as they increase or diminish its quantity ; 
which cannot be said of any other commodity. It would, therefore, I 
conceive, be an error, both scientifically and practically, to discard the 
proposition which asserts a connexion between the value of money and its 
quantity. 

It 1s evident, however, that the cost of production, in the long run, 
regulates the quantity ; and that every country (temporary fluctuations 
excepted ) will possess, and have in circulation, just that quantity of money, 
which will perform all the exchanges required of it, consistently with 
maintaining a valué conformable to its cost of prcduction. The prices of 
things will, on the average, be such that money will exchange for its own 
cost in all other goods: and, precisely because the quantity cannot be 
prevented from affecting the value, the quantity itself will (by a sort of 
self-acting machinery) be kept at the amount consistent with that standard 
of prices—at the amount necessary for performing, at those prices, all the 
business required of it. 

‘The quantity wanted will depend partly on the cost of producing gold, 
and artly on the rapidity of its circulation. The rapidity of ci:culation 
being given, it would depend on the cost of production: and the cost of 
production being given, the quantity of money would depend on the 
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tapidity of its circulation.* After what has been already said, I hope that 
neither of these propositions stands in need of any further illustration. 

Money, then, like commodities in general, having a value dependent on, 
and propoitional to, its cost of production ; the theory of money is, by the 
admission of this principle, stripped of a great part of the mystery which 
apparently surrounded it. We must not forget, however, that this 
doctrine only applies to the places in *which the precious metals are 
actually produced ; and that we have yet to enquire whether the law of 
the dependence of value on cost of production applies to the exchange of 
things produced at distant places. But however this may be, our proposi- 
tions with respect to value will require no other alteration, where money 
is an imported commodity, than that of substituting for the cost of its pro- 
duction, the cost of obtaining it in thecountry. Every foreign commodity 
is bought by giving for it some domestic production ; and the labour 
and capital which a foieign commodity costs to us, 1s the labour and 
capital expended in producing the quantity of our own goods which we 
give in exchange for it. What this quantity depends upon,—what 
determines the proportions of interchange between the productions of cne 
country and those of another,—is indeed a question of somewhat greater 
compleaity than those we have hitherto considered. But this at least 1s 
indisputable, that within the country itself the value of imported com- 
modities 1s determined by the value, and consequently by the cost of 
production, of the equivalent given for them ; and money, where it is an 
imported commodity, is subyect to the same law. 


CHAPTER X.. 
OF A DOUBLE STANDARD, AND SUBSIDIARY COINS, 


§ 1. ALTHOUGH the qualities necessary to fit any commodity for being 
used as money are rarely united in any considerable perfection, there are 
two commodities which possess them in an eminent, and nearly an equal 
degree ; the two precious metals, as they are called; gold and silver. 
Some nations have accordingly attempted to compose their circulating 
medium of these two metals indiscriminately. 

There 1s an obvious convenience in making use of the more costly 
metal for larger payments, and the cheaper one for smaller ; and the only 
question relates to the mode in which this can best be done. The mode 
most frequently adopted has been to establish between the two metals a 
fixed proportion ; to decide, for example, that a gold coin called a 
sovereign should be equivalent to twenty of the silver coins called 
shillings : both the one and the other being called, in‘the ordinary money 
of account of the country, by the same denomination, a pound: and it 
being left free to every one who has a pound to pay, either to pay it in the 
one metal or in the other. 

At the time when the valuation of the two metals relatively to each 
other, say twenty shillings to the sovereign, or twenty-one shillings to the 


* From some printed, but not published, Lectures of Mr. Senior : in which the 
great differences in the business done by money, as well as in the rapidity of its 
circulation, in different states of society and civilization, are interestingly ilus. 
trated. 
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guinea, was first made, the proportion probably corresponded, as nearly as 
it could be made to do, with the ordinary relative values of the two metals, 
grounded on their cost of production : and if those natural or cost values 
always continued to bear the same ratio to one another, the arrangement 
would be unobjectionable. This, however, is far from being the fact. 
Gold and silver, though the least variable in value of all commodities, are 
not invariable, and do not always vary simultaneously. Silver, for 
example, was lowered in permanent value more than gold, by the 
discovery of the American mines; and thoce small variations of value 
which take place occasionally, do not affect both metals alke. Suppose 
such a variation to take place: the value of the two metals relatively to 
one another no longer agreeing with their rated proportion, one or other of 
them will now be rated below its bullion value, and there will be a profit 
to be made by melting it. 

Suppose, for example, that gold rises in value relatively to silver, so 
that the quantity of gold in a sovereign is now worth more than the 
qe of silver in twenty shillings. Two consequences will ensue. No 

ebtor will any longer find it his interest to pay in gold. He will always 
pay in silver, because twenty shillings are a legal tender for a debt of 
one pound, and he can procure silver convertible into twenty shillings for 
less gold than that contained in a sovercign. The other consequence 
will be, that unless a sovereign can be sold for more than twenty shillings, 
all the sovercigns will be melted, since as bullion they will purchase a 
greater number of shillings than they exchange for as com. The con- 
verse of all this would happen if silver, instead of gold, were the mctal 
which had risen in comparative value. A sovereign would not now be 
worth so much as twenty shillings, and whoever had a pound to pay 
would piefer paying it by a sovercign; while the silver coins would be 
collected for the purpose of being melted, and sold as bullion for gold at 
their real value, that 1s, above the legal valuation. The money of the 
community, therefore, would never really consist of both metals, but of 
the one only which, at the particular time, best suited the interest of 
debtors ; and the standard of the currency would be constantly hable to 
change from the one metal to the other, at a loss to the public, on each 
change, of the expense of coinage on the metal which fell out of use. 

It appears, therefore, that the value of money 1s liable to more frequent 
fluctuations when both metals are a legal tender at a fixed valuation, than 
when the exclusive standard of the currency is either gold or silver. 
Instead of being only affected by variations in the cost of production of 
one metal, it is subject to derangement from those of two. The particular 
kind of variation to which a currency is rendered more liable by having 
two legal standards, is a fall of value, or what is commonly called a 
depreciation ; since practically that one of the two metals will always be 
the standard, of which the real has fallen below the rated value. If the 
tendency of the metals be to rise in value, all payments will be made in 
the one which has risen least ; and if to fall, then in that which has fallen 
most. . 

§ 2. The plan of a double standard is still occasionally brought forward 
by here and there a writer or orator as a great improvement in currency. 
It is probable that, with most of its adherents, its chief merit is its 
tendency to a sort of depreciation, there being at all times abundance of 
supporters for any mode, either open or covert, of lowering the standard. 
Some, however, are influenced by an exaggerated estimate of an advane, 
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tage which to a certain extent is real, that of being able to have recourse, 
for replenishing the circulation, to the united stock of gold and silver in 
the commercial world, instead of being confined to one of them, which, 
from accidental absorption, may not be obtainable with sufficient 1apidity. 
The advantage without the disadvantages of a double standard, seems to 
be best obtained by those nations, with whom one only of the two metals 
is a legal tender, but the other also is coined, and allowed to pass for 
whatever value the market assigns to it. 

In France, silver alone is (Tt believe) a legal tender, and all sums are 
expressed and accounts kept in francs, a silver coin. Gold is also coined, 
for convenience, but does not pass at a fixed valuation: the twenty francs 
marked on a napoleon aie meicly nominal, napoleons being never to be 
bought for that sum, but always bearing a small premium, or agio, as it 1S 
called ; though, as the agio 1s very tifling, (the bullion value differing 
very little from twenty francs) it 1s seldom possible to pass a napoleon for 
more than that sum in ordinary retail transactions. Silver, then, is the 
real moncy of the country, and gold coin only a merchandize ; but though 
not a legal tender, it answers all the real purposes of one, since no ciedi- 
tr [ - all likely to refuse receiving it at the market price, in payment of 

IS debt. 

When this plan is adopted, it is naturally the more costly metal which 
is left to be bought and sold as an article of commerce. But nations 
which, like England, adopt the more costly of the two as their standard, 
resort to a different expedient for retaming them both in circulation, 
namely, to make silver a Jegal tender, but only for small payments. In 
England, no one can be compelled to receive silver in payment for a 
larger amount than forty shillngs. With this regulation there 1s neces- 
sanly combined another, namely, that silver coin should be rated, in 
compauson with gold, somewhat above its intiinsic value; that there 
should not be, in twenty shillings, as much silver as is worth a soveleign: 
for if there were, a very slight turn of the market in its favour would 
make it worth more than a sovereign, and it would be profitable to melt the 
silver com. The over-valuation of the silver coin creates an inducement 
to buy silver and send it to the mint to be coined, since it 1s received 
back at a higher value than properly belongs to it: this, however, has 
been guarded against, by lmuting the quantity of the silver coinage, 
which 1s not left, like that of gold, to the discretion of individuals, but 1s 
determined by the government, and restricted to the amount supposed to 
be required for small payments The only precaution necessary 1s, not to 
put so high a valuation upon the silver, as to hold out a strong tempiation 
to private coining. 


CHAPTER XI. 
OF CREDIT, AS A SUBSTITUTE FOR MONEY. 


§ 1. THE functions of credit have been a subject of as much misunder- 
standing and as much confusion of ideas, as any single topic in Political 
Economy. This is not owing to any peculiar difficulty in the theory of 
the subject, but to the complex nature of some of the mercantile pheno- 
mena arising from the forms in which credit clothes itself; by which 
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attention is divetted from the properties of credit in general, to the pecw: 
liarities of its patticular forms. 

As a specimen of the confused notions entertained respecting the 
nature of credit, we may advert to the exaggeiated language so often 
used respecting its national importance. Credit has a great, but not, 
as many people seem to suppose, a magical power; it cannot make 
something out of nothing. How often is an extension of credit 
talked of as equivalent to a creation of capital, or as if credit actually 
were capital. It seems strange that there should be any need to point 
out, that credit being only permission to use the capital of another person, 
the means of production cannot be increased by it, but only transferred. 
If the borrower's means of production and of employing labour are 
increased by the credit given him, the Jender’s are as much diminished. 
The same sum cannot be used as capital both by the owner, and also by 
the person to whom it is lent: it cannot supply its full value in wages, 
tools, and materials, to two sets of labourers at once. It 1s true that the 
capital which A has borrowed from B, and makes use of 1n his business, 
still forms part of the wealth of B for other purposes ; he can enter into 
engagements in reliance on it, and can even borrow, when needful, an 
equivalent sum on the security of it; so that to a superficial eye it might 
secm as 1f both B and A had the use of it at once. But the smallest con- 
sideration will show that when B has parted with his capital to A, the use 
of it as capital rests with A alone, and that B has no other service from it 
than in so far as his ultimate cium upon it serves him to obtain the use of 
another capital from a third person, C. All capital (not his own) of which 
any person has really the use, is, and must be, so much subtracted fiom 
the capital of some one else. 

§ 2, But though credit 1s never anything more than a transfer of capital 
from hand to hand, it 1s generally, and naturally, a transfer to hands more 
competent to employ the capital efficiently in production, if there were 
no such thing as credit, or if, from general insecurity and want of confi- 
dence, it were scantily practised, many persons who possess more or less 
of capital, but who from their occupations, or for want of the necessary 
skill and knowledge, cannot personally superintend its employment, would 
derive no benefit from it: their funds would either le idle, o: would be, 
perhaps, wasted and annihilated in unshilful attempts to make them yield 
a profit All this capital is now lent at interest, and made available for 
production, Capital thus circumstanced forms a large portion of the 
productive resources of any commercial country ; and 1s naturally attracted 
to those ghelat or traders who, being in the greatest business, have the 
means of employing it to most advantage; because such are both the 
most desirous to obtain it, and able to give the best security. Although, 
therefore, the S anlenely funds of the country are not increased by credit, 
they are called into a more complete state of productive activity. As the 
confidence on which credit is grounded extends itself, means are developed 
by which even the smallest portions of capital, the sums which each 
person keeps by him to meet contingencies, are made available for pro- 
ductiv> uses, The principal instruments for this purpose are banks of 
deposit. Where these do not exist, a prudent person must keep a 
sufficient sum unemployed in his own possession, to meet every demaad 
which he has even a slight reason for thinking himself liable to. When 
the practice however has grown up of keeping this reserve not in his own 
custody but with”a banker, many small sums, previously lying idle, become 
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aggregated in the banker’s hands; and the banker, being taught by 
experience what proportion of the amount Js likely to be wanted in a given 
time, and knowing that if one depositor happens to require more than the 
average, another will require less, is able to lend the remainder, that is, 
the far greater part, to producers and dealers : thereby adding the amount, 
not indeed to the capital in existence, but to that in employment, and 
making a corresponding addition to the aggregate production of the 
community. 

While credit is thus indispensable for rendering the whole capital of the 
country productive, it 1s also the means by which the industrial talent of 
the country 1s turned to most account for putposes of production. Many 
a person who has either no capital of his own, or very little, but who has 
qualifications for business, which are known and appreciated by some 
persons of capital, is enabled to obtain either advances in money, or more 
frequently goods on credit, by which his industrial capacities are made 
instrumental to the increase of the public wealth : and this benefit will be 
reaped far more largely, whenever, through better laws and_ better 
education, the community shall have made such progress in integrity, 
that personal character can be accepted as a sufficient guarantee not only 
against dishonestly appropriating, but against dishonestly risking, what 
belongs to another. 

Such are, in the most gencral point of view, the uses of credit to the 
productive resources of the world. But these considerations only apply to 
the credit given to the industrious classes—to producers and dealers. 
Credit given by dealers to unproductive consumers 1s never an addition, 
but always a detriment, to the sources of public wealth. It makes over in 
temporary use, not the capital of the unproductive classes to the pro- 
ductive, but that of the productive to the unproductive. If A, a dealer, 
supplies goods to B, a landowner or annuitant, to be paid for at the end 
of five years, as much of the capital of A as 1s equal to the value of these 
goods, remains for five years unproductive. During such a period, if 
payment had been made at once, the sum might have been several times 
expended and replaced, and goods to the amount might have been several 
times produced, consumed and reproduced : consequently B’s withholding 
100/, for five years, even if he pays at last, has cost to the labouring 
classes of the community during that period an absolute loss of probably 
several times that amount. A, individually, is compensated, by putting a 
higher ptice upon his goods, which 1s ultimately paid by B: but there 1s 
no compensation made to the labouring classes, the chief sufferers by 
every diversion of capital, whether permanently or temporarily, to unpro- 
ductive uses. The country has had 100/, less of capital during those five 
years, 3B having taken that amount from A’s capital, and spent it unpro- 
ductively, in anticipation of his own means, and having only after five 
years set apart a sum from his income and converted it into capital for the 
purpose of indemnifying A. 

§ 3. Thus far of the general function of Credit in production. It is not 
a productive power in itself, though, without it, the productive powers 
already existing could not be brought into complete employment. But a 
more intricate portion of the theory of Credit is its influence on prices ; 
the chief cause of most of the mercantile phenomena which perplex 
observers. Ina state of commerce in which much credit 1s habitually given, 
general prices at any moment depend much more upon the state of credit 
than upon the quantity of money. For credit, though it is not productive 
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power, is purchasing power ; and a person who, having credit, avails hints 
Self of itin the purchase of goods, creates just as much demand for the 
goods, and tends quite as much to raise their price, as if he made an equal 
amount of purchases with ready money. 

The credit which we are now called upon to consider, as a distinct pur- 
chasing power, independent ef moncy, is of course not credit in its 
simplest form, that of money lent by one person to another, and paid 
directly into his hands ; for when the boriower expends this in purchases, 
he makes the purchases with money, not credit, and exerts no purchasing 
power over and above that conferred by the money. The forms of credit 
which create purchasing power, are those in which no moncy passes at the 
time, and very often does not pass at a'l, the transaction being included 
with a mass of other transactions in an account, and nothing paid but a 
balance. This takes place m a variety of ways, which we shall proceed 
to examine, beginning, as 1s our custom, with the simplest. 

First: Suppose A and L to be two dealers, who have transactions with 
each other both as buyers and as sellers. A buys from Bon credit. B 
does the hke with respect to A. At the end of the year, the sum of A’s 
debts to I 1s set against the sum of B’s debts to A, and it 1s ascertained to 
which side a balance is due. ‘This balance, which may be less than the 
amount of many of the transactions singly, and 1s necessarily less than the 
sum of the transactions, is all that is paid in money, and perhaps even 
this is not paid, but carried oyer in an account current to the next year. 
A single payment of a hundred pounds may in this manner suffice 
to liquidate a long senes of transactions, some of them to the value of 
thousands, 

But secondly: the debts of A to B may be paid without the interven- 
tion of money, even though there be no reciprocal debts of Bto A. A 
may satisfy B by making over to hima debt due to himself fiom a third 
person, C. This is conveniently done by means of a written instrument, 
called a bill of exchange, which 1s, in fact, a transferable order by 
a creditor upon his debtor, and when acceficd by the debtor, that 
is, authenticated by his signature, becomes an acknowledgment of 
debt. 

§ 4. Bills of exchange were first introduced to save the expense and risk 
of transporting the precious metals from place to place ‘Let it be 
supposed,’ says Mr. Henry Thornton,® ‘that there are in London 
ten manufacturers who sell their article to ten shopkeepers in 
York, by whom it 1s retailed; and that there are in York ten 
manufacturers of another commodity, who scll it to ten shopkeepers in 
London. There would be no occasion for the ten shopkeepers in 
London to send yearly to York guineas for the payment of the York 
manufacturers, and for the ten York shopkeepers to send yearly as many 
guineas to London. It would only be necessary for the York mann- 
facturers to receive from cach of the shopkeepers at their own door 
the money in question, giving in return letters which should acknowledge 
the receipt of it; and which should also direct the money, lying ready in 
the hands of their debtors in London, to be paid to the London 


* Enquiry into the Nature and Effects of the Paper Credit of Great Britain, 
p. 24. This work, published in 1802, 1s even now the clearest exposition that I, 
am acquainted witk, in the English language, of the modes in which credit is given 
and taken in a mercantile community. 
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manufacturers, so as to cancel the debt in London in the same manner ag 
that at York, The expense and the risk of all transmission of money 
would thus be saved. Letters ordering the transfer of the debt are 
termed, in the language of the present day, bills of exchange. They are 
bills by which the debt of one person is exchanged for the debt of another ; 
and the debt, perhaps, which is due in one place for the debt due in 
another.’ 

Bills of exchange having been found convenient as means of paying debts 
at distant places without the expense of transporting the precious metals, 
their use was aftcrwaids greatly extended from another motive. It is 
usual in every trade to give a certain length of credit for goods bought : 
three months, six months, a year, even two years, according to the con- 
venience or custom of the particular trade. A dealer who has sold 
goods, for which he is to be paid in six months, but who desires to receive 
the amount sooner, draws a bill on his debtor payable in six months, and 
gets the hill discounted by a banker or other money-lender, that is, 
transfers the bill to him, receiving the amount, minus interest for the time 
it has still to run. It has become one of the chief functions of bills of ex- 
change to serve asa means by which a debt due from one person can thus 
be made available for obtaining credit from another. The convenience of 
the expedient has led to the frequent creation of bills of exchange not 
grounded on any debt previously due to the drawer of the bill by 
the person on whom it is drawn. These are called accommodation bills, 
and sometimes, with a tinge of disapprobation, /ictétous bills. Their 
nature is so cleaily stated, and with such judicious remarks, by the 
author whom I have just quoted, that I shall transcribe the entire 
passage.® 

‘A, being in want of Ioo/, requests B to accept a note or bill drawn at 
two months, which B, therefore, on the face of it, 1s bound to pay ; 1t is 
understood, however, that A will take care either to discharge the bill 
himself, or to furnish B with the means of paying it. A obtains ready 
money for the bill on the joint credit of the two parties. A fulfils his 
promise of paying it when due, and thus concludes the transaction. This 
service rendered by B to A 1s, however, not unlikely to be requited, at a 
more or less distant period, by a similar acceptance of a bill on A, drawn 
and discounted for B’s convenience. 

‘Let us now compare such a bill witha real bill. Let us consider 
in what pointsthey differ or seem to differ ; and in what they agree. 

‘They agree, inasmuch as each is a discountable article ; each has also 
been created for the purpose of being discounted ; and each 1s, perhaps, 
discounted in fact. Each, therefore, serves equally to supply means of 
speculation to the merchant. So far, moreover, as bills and notes con- 
stitute what 1s called the circulating medium, or paper currency of the 
country, and prevent the use of guineas, the fictitious and the real bill 
are upon an equality ; and if the price of commodities be raised in pro- 
portion to the quantity of paper currency, the one contributes to that rise 
exactly in the same manner as the other. 

‘Before we come to the points in which they differ, let us advert to one 
point in which they are commonly supposed to be unlike ; but in which 
they cannot be said always or necessarily to differ. 

‘Real notes (it is sometimes said) represent actual property. There 
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are actual goods in existence, which are the counterpart to every real 
note. Notes which are not drawn in consequence of a sale of goods, are 
a species of false wealth, by which a nation is deceived. These supply 
only an imaginary capital ; the others indicate one that is real. 

‘In answer to this statement it may be observed, first, that the notes 
given 1n consequence of a real sale of goods cannot be considered as on 
that account cevtazm/y representing any actual property. Suppose that A 
sells 100/. worth of goods to B at six months’ credit, and takes a bill at six 
months for it ; and that B, within a month after, sells the same goods, at 
a like credit, to C, taking a hke bill; and again, that C, after another 
month, sells them to D, taking a lke bill, and so on. There may then, 
at the end of six months, be six bills of roo/. each, existing at the same 
time ; and every one of these may possibly have been discounted. Of all 
these bills, then, only one represents any actual property. 

‘In order to justify the supposition that a real bill (as it is called) 
represents actual property, there ought to be some power in the bill- 
holder to prevent the property which the bill represents, from being 
turned to other purposes than that of paying the bill in question. No 
such power exists ; neither the man who holds the real bi!l, nor the man 
who discounts it, has any property in the specific goods for which it was 
given : he as much trusts to the general ability to pay of the giver of the 
bill, as the holder of any fictitious bill does. The fictitious bill may, in 
many cases, be a bill given by a person having a large and known capital, 
a part of which the fictitious bjll may be said in that case to represent. 
The supposition that real bills represent property, and that fictitious bills 
do not, seems, therefore, to be one by which more than justice 1s done 
to one of these species of bills, and something less than justice to the . 
other. 

‘We come next to some points in which they differ. 

‘First, the fictitious note, or note of accommodation, is liable to the 
objection that it professes to be what it is not. This objection, however, 
lies only against those fictitious bills which are passed as real. Jn many 
cases, it 1s sufficiently obvious what they are. Secondly, the fictitious bill 
is, in general, less likely to be gape paid than the real one. There 
is a general presumption, that the dealer in fictitious bills is a man who is 
a more adventurous speculator than he who carefully abstains from them. 
It follows, thirdly, that fictitious bills, besides being less safe, are less 
subject to limitation as to their quantity. The extent of a man’s actual 
sales forms some limit to the amount of his real notes; and as it is 
highly desirable in commerce that credit should be dealt out to all 
persons in some sort of regular and due proportion, the measure of a 
man’s actual sales, certified by the appearance of his bills drawn m virtue 
of those sales, is some rule in the case, though a very imperfect one in 
many respects. 

‘A fictitious bill, or bill of accommodation, is evidently, in substance, 
the same aS any common promissory note; and even better in this 
respect, that there is but one security to the promissory note, whereas in 
the case of the bill of accommodation, there are two. So much jealousy 
subsists lest traders should push their means of raising money too far, 
that paper, the same in its general nature with that which is given, being 
the only paper which can be given, by men out of business, is deemed 
somewhat Tiscreditable when coming from a merchant. And because 
such paper, whem in the merchant's hand, necessarily imitates the paper 
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which passes on the occasion of a sale of goods, the epithet fictitious has 
been cast upon it; an epithet which has seemed to countenance the 
confused and mistaken notion, that there is something altogether false 
and delusive in the nature of a certain part both of the paper and of the 
apparent wealth of the country.’ 

A bill of exchange, when merely discounted, and kept in the portfolio 
of the discounter until it falls due, do&s not perform the functions or 
supply the place of money, but is itself bought and sold for money. It is 
no more currency than the public funds, or any other securities. But 
when a bill drawn upon one person is paid to another (or even to the 
same person) in discharge of a debt or a pecuniary claim, it does some- 
thing for which, 1f the bill did not exist, money would be required: it 
performs the functions of currency. This is a use to which bills of 
exchange are often applied. ‘They not only,’ continues Mr. Thornton,* 
‘spare the use of ready money ; they also occupy its place in many cases. 
Let us imagine a farmer in the country to discharge a debt of 1o/. to his 
neighbouring grocer, by giving him a bill for that sum, drawn on his 
corn-factor in London for grain sold.in the metropolis ; and the grocer to 
transmit the bill, he having previously indorsed it, to a neighbouring 
sugar-baker, in discharge of a lke debt ; and the sugar-baker to send it, 
when again indorsed, to a West India merchant in an outport, and the 
West India merchant to deliver it to his country banker, who also indorses 
it, and sends it into further circulation. The bill in this case will have 
effected five payments, exactly as if it were a 10/, note payable to bearer 
on demand. A multitude of bills pass between trader and trader in the 
country, in the manner which has been described ; and they evidently 
form, in the strictest sense, a part of the circulating medium of the 
kingdom’ 

Many bills, both domestic and foreign, are at last presented for payment 
quite covered with indorsements, each of which represents either a fresh 
discounting, or a pecuniary transaction in which the bill has performed 
the functions of money. Up to twenty years ago, the circulating medium 
of Lancashire for sums above five pounds was almost entirely composed 
of such bills. 

§ 5. A third form in which credit is employed as a substitute for 
currency, is that of promissory notes. A bill drawn upon anyone and 
accepted by him, and a note of hand by him promising to pav the same 
sum, are, as far as he is concerned, exactly equivalent, except that the 
former commonly bears interest and the latter generally does not. But it 
is chiefly in the latter form that it has become, in commercial countries, 
an express occupation to issue such substitutes for money. Dealers in 
money (as lenders by profession are improperly called) desire, like other 
dealers, to stretch their operations beyond what can.be carried on by 
their own means: they wish to lend, not their capital merely, but their 
credit, and not only such portion of their credit as consists of funds 
actually deposited with them, but their power of obtaining credit from the 
public generally, so far as they think they can safely employ it. This is 
done in a very convenient manner by lending their own promissory notes 
payable to bearer on demand : the borrower being willing to accept these 
as so much money, because the credit of the lender makes other people 
willingly 1eceive them on the same footing, in purchases or other payments 
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These notes, therefore, perform all the functions of currency, and render 
an equivalent amount of money which was previously in circulation un- 
necessary. As, however, being payable on demand, they may be at any 
time returned on the issuer, and money demanded for them, | e must, on 
pain of bankruptcy, keep by him as much money as will enaole him to 
meet any claims of that sort which can be expected to occur within the 
time necessary for providing ‘imself with more: and prudence also 
requires that he should not attempt to issue notes beyond the amount 
which experience shows can remain in circulation without being presented 
for payment. 

The convenience of this mode of (as it were) coining credit, having 
once been discovered, governinents have availed themselves of the same 
expedient, and have issued their own promissory notes in payment of their 
expenses ; a resource the more useful, because it 1s the only mode in 
which they are able to boyrow money without paying interest, their 
promises to pay on demand being, in the estimation of the holders, 
equivalent to money in hand. The practical differences between such 
government notes and the issues of private bankers, and the futher 
diversities of which this class of substitutes for money are susceptible, will 
be considered presently. 

§ 6. A fourth mode of making credit answer the purposes of money, by 
which, when carried far enough, money may be very completely super- 
seded, consists in making payments by cheques. The custom of keeping 
the spare cash reserved for immediate use or against contingent demands, 
in the hands of a banker, and making all payments, eacept small ones, 
by orders on bankers, is in this country spreading to a continually larger 
portion of the public. Ifthe person making the payment, and the person 
receiving it, kept their money with the same banker, the payment would 
take place without any intervention of money, by the mere transfer of its 
amount in the banker’s books from the credit of the payer to that of the 
yeceiver. If all persons in London kept their cash at the same banker's, 
and made all their payments by means of cheques, no money would be 
required or used for any transactions beginning and terminating in 
London. This ideal limit 1s almost attaimed in fact, so far as regards 
transactions between dealers. It is chiefly in the retail transactions 
between dealers and consumers, and in the payment of wages, that money 
or bank notes now pass, and then only when the amounts are small. In 
London, even shopkeepers of any amount of capital or extent of business 
have generally an account with a banker ; which, besides the safety and 
convenience of the practice, is to their advantage in another respect, by 
giving them an understood claim to have their bills discounted in cases 
when they could not otherwise expect it. As for the merchants and 
larger dealers, thev habitually make all payments in the course of their 
business by cheques. They do not, however, all deal with the same 
banker, and when A gives a cheque to B, B usually pays it not into the 
same but into some other bank. But the convenience of business has 
given birth to an arrangement which makes all the banking houses of the 
City of London, for certain purposes, virtually one establishment. A 
banker does not send the cheques which are paid into his banking house 
to the banks on which they are drawn, and demand money for them. 
There is a building called the Clearing-house, to which every City banker 
sends, each afternoon, all the cheques on other bankers which he has 
received during the day, and they are there exchanged for the cheques on 
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him which have come into the hands of other bankers, the balances only 
being paid in money. By this contrivance, all the business transactions 
of the City of London during that day, amounting often to millions of 
ounds, and a vast amount besides of country transactions, represented 
y bills which country bankers have drawn upon their London corre- 
spondents, are liquidated by payments pot exceeding on the average 
200,000/.* 

By means of the various instruments of credit which have now been 
explained, the immense business of a country lke Great Britain is 
transacted with an amount of the precious metals surprisingly small ; many 
times smaller, in proportion to the pecuniary value of the commodities 
bought and sold, than is found necessary in France, or any other country 
in which, the habit and the disposition to give credit not being so generally 
diffused, these ‘economizing expedients,’ as they have been called, are not 
practised to the same extent. What becomes of the money thus super- 
seded tn its functions, and by what process it is made to disappear from 
circulation, are questions the discussion of which must be for a short 
time postponed. 


CHAPTER XII. 
INFLUENCE OF CREDIT.ON PRICES. 


§ 1. HAVING now formed a general idea of the modes in which credit 
is made available as a substitute for money, we have to consider in what 
manner the use of these substitutes affects the value of money, or, what is 
equivalent, the prices of commodities. It 1s haidly necessary to say that 
the permanent valuc of money—the natural and average prices of com- 
modities—are not in question here. These are determined by the cost of 
producing or of obtaining the precious metals. An ounce of gold orsilver 
will in the long run exchange for as much of every other commodity, as 
can be produced or imported at the same cost with itself. And an order, 
or note of hand, or bill payable at sight, for an ounce of gold, while the 
credit of the giver 1s unimpaired, is worth neither more not less than the 
gold itself. 

It is not, however, with ultimate or average, but with immediate and 
temporary prices, that we are now concerned. These, as we have seen, 
may deviate very widely from the standard of cost of production. Among 
other causes of fluctuation, one we have found to be the quantity of 
money in circulation. Other things being the same, an increase of the 
money in circulation raises prices, a diminution lowers them. If more 
money is thrown into circulation than the quantity which can circulate at 
a value conformable to its cost of production, the value of money, so Jong 
as the excess lasts, will remain below the standard of cost of production, 
and general piices will be sustained above the natural rate. 

But we have now found that there are other things, such as bank notcs, 
bills of exchange, and cheques, which circulate as moncy, and performrall 


* According to Mr. Tooke (Enquiry into the Currency Principle, p. 27), the 
adjustments at the Clearing-house ‘in the year 1839 amounted to 954,401,600/,, 
making an average amount of payments of upwards of 3,000,000/, of bills of ex- 
change and cheques daily effected through the medium of little more than 
260,000/, ef bank notes,’ 
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the functions of it: and the question arises, Do these various substitutes 
operate on prices in the same manner as money itself? Does an increase 
in the quantity of transferable paper tend to raise prices, in the same 
manner and degree as an increase in the quantity of money? There 
has been no small amount of discussion on this point among writers on 
currency, without any result so conclusive as to have yet obtained general 
assent. 

I apprehend that bank notes, bills, or cheques, as such, do not act on 
prices at all, What does act on prices 1s Credit, in whatever shape given, 
and whether it gives rise to any transferable instruments capable of pass- 
ing into circulation, or not. 

I proceed to explain and substantiate this opinion. 

§ 2. Money acts upon prices in no other way than by being tendered in 
exchange for commodities. The demand which influences the prices of 
commodities consists of the money offered for them. But the money 
offered 1s not the same thing with the money possessed. It 1s sometimes 
less, sometimes very much more. In the long run, indeed, the money 
which people lay out will be neither more nor less than the money which 
they have to lay out: but this is far from being the case at any given 
timc Sometimes they keep money by them for fear of an emergency, or 
in expectation of a more advantageous opportunity for expending it. In 
that case the money is said not to be in circulation : in plainer language, 
it 1s not offered, nor about to be offered, for commodities. Money not in 
circulation has no effect on prices. The converse, however, is 2 much 
commoner case ; people make purchases with money not in their posses- 
sion. An article, for instance, which is paid for by a cheque on a banker, 
is bought with money which not only 1s not in the payer's possession, but 
generally not even in the banker's, having been lent by him (all but the 
usual reserve) to other persons. We just now made the imaginary 
supposition that all persons dealt with a bank, and all with the same 
bank, payments being universally made by cheques. In this 1deal case, 
there would be no money anywhere except in the hands of the banker ; 
who might then safely part with all of it, by selling it as bullion, or lend- 
ing it, to be sent out of the country in exchange for goods or foreign 
securities But though there would then be no money in possession, or 
ultimately perhaps even in existence, money would be offered, and com- 
modities bought with it, just as at present. People would continue to 
reckon their incomes and their capitals in money, and to make their usual 
purchases with orders fi - the receipt of a thing which would have literally 
ceased to exist. There would be in all thts nothing to complain of, so 
long as the money, in disappearing, left behind it an equivalent value in 
other things, applicable when required to the reimbursement of those to 
whom the money originally belonged. 

In the case however of payment by cheques, the purchases are at any 
rate made, though not with money in the buyer’s possession, yet with 
money to which he has a right. But he may make purchases with money 
which he only expects to have, or even only pretends to expect. He may 
obtain goods in return for his acceptances payable at a future time: or on 
his note of hand ; or on a simple book credit, that 1s, on a mere promise 
to pay. All these purchases have exactly the same effect on price, as if 
they were made with ready money. The amount of purchasing power 
which a person Gan exercise, 1s composed of all the money in his posses- 
sion or due to him, and of all his credit. For exercising the whole of this 
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pore he finds a sufficient motive only under peculiar circumstances ; but 
e always possesses it; and the portion of it which he at any time does 
exercise, 1s the measure of the effect which he produces on price. | 

Suppose that, in the expectation that some commodity will rise in price, 
he determines, not only to invest in it all his ready money, but to take up 
on credit, from the producers or importers, as much of it as their opinion 
of his 1esources will enable him to obtain. Every one must see that by 
thus acting he produces a greater effect on price, than if he limited his 

urchases to the money he has actually in hand. He creates a demand 
for the article to the full amount of his money and credit taken together, 
and raises the price proportionally to both. And this effect is produced, 
although none of the written instruments called substitutes for currency 
may be called into existence ; though the transaction may give rise to no 
bill of exchange, nor to the issue of a single bank note. The buyer, 
instead of taking a mere book credit, might have given a bill for the 
amount ; or might have paid for the goods with bank notes borrowed for 
that purpose from a banker, thus making the purchase not on his own 
credit with the seller, but on the banker’s credit with the seller, and his 
own with the banker. Had he done so, he would have produced as great 
an effect on price as by a simple purchase to the same amount on a book 
credit, but no greater effect. ‘The credit itself, not the form and mode 
in which it 1s given, 1s the operating cause. 

§ 3. The inclination of the mercantile public to increase their demand 
for commodities by making use of all or much of their credit as a purchas- 
ing power, depends on their expectation of profit. When there is a 
geneial impression that the price of some commodity is likely to nse, from 
an extra demand, a short crop, obstructions to importation, or any other 
cause, there 1s a disposition among dealers to increase their stocks, 1n 
oider to profit by the expected nse This disposition tends in itself to 
produce the effect which it looks forward to, a rise of price; and if the 
rise 1s considerable and progressive, other speculators are attracted, who, 
so long as the price has not begun to fall, are willing to believe that it will 
continue rising. These, by further purchases, produce a further advance : 
and thus anise of price for which there were originally some rational 
grounds, 1s often heightened by merely speculative purchases, until it 
greatly exceeds what the original grounds will justify. Aftera time this 
begins to be perceived ; the price ceases torise, and the holders, thinking 
it 1s time to realize their gains, are anxious to sell. Then the price begins 
to decline: the holders rush into the market to avoid a still greater loss ; 
and, few being willing to buy ina falling market, the price falls much 
more suddenly than it rose. Those who have bought ata higher price 
than reasonable calculation justified, and who have been overtaken by 
the revulsion before they had realized, aie losers in proportion to the 
gicatness of the fall, and to the quantity of the commodity which they 
hold, or have bound themselves to pay for. 

Now all these effects might take place in a community to which credit 
was unknown : the prices of some commodities might nse, from specula- 
tion, to an extravagant height, and then fall rapidly back. But if there 
were no such thing as credit, this could hardly happen with respect to 
commodities generally. If all purchases weie made with ready money, 
the payment of increased prices for some articles would draw an unusual 
proportion of the money of the community into thesmarkets for those 
articles, and must therefore draw it away from some other class of com: 
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modities, and thus lower their prices. The vacuum might, it is true, be 
partly filled up by increased rapidity of circulation ; and in this manner 
the money of the community is virtually increased in a time of speculative 
activity, because people keep Iittle of it by them, but hasten to lay it out 
in some tempting adventure as soon as possible after they receive it. 
This resource, however, 1s limited; on the whole, people cannot, while 
the quantity of money remains the same, lay out much more of it in some 
things, without laying out less in others. But what they cannot do by 
ready money, they can do by an extension of credit. When people go 
into the market and purchase with money which they hope to receive 
hereafter, they are drawing upon an unlimited, not a limited fund. 
Speculation, thus supported, may be going on in any number of com- 
modities, without disturbing the regular course of business in others. It 
might even be going on in all commodities at once. We could imagine 
that in an epidemic fit of the passion of gambling, all dealers, instead of 
giving only their accustomed orders to the manufacturers or growers of 
their commodity, commenced buying up all of it which they could procuie, 
as fat as their capital and credit would go, All prices would rise enor- 
mously, even if there was no increase of money, and no paper credit, but’ 
a mere extension of purchases on book credits. After a time those who 
had bought would wish to sell, and prices would collapse. 

This 1s the ideal extreme case of what is called a commercial crisis. 
There is said to be a commercial crisis, when a great number of mer- 
chants and trad~ s at once, either’ have, or apprehend that thcy shal] have, 
a difficulty in meeting their engagements. The most usual cause of this 
general embarrassment, is the recoil of prices after they have been raised 
by a spirit of speculation, intense in degree, and extending to many com- 
modities. Some accident, which excites expectations of rising prices, 
such as the opening of a new foreign market, or simultaneous indications 
of a short supply of several great articles of commerce, sets speculation at 
work in several leading departments at once. The prices rise, and the 
holders realize, or appear to have the power of realizing, great gains. In 
certain states of the public mind, such examples of rapid increase of 
fortune call forth numerous imitators, and speculation not only goes much 
beyond waat Is justified by the original grounds for expecting rise of price, 
but extends itself to articles in which there never was any such ground : 
these, however, rise like the rest as soon as speculation sets in. At 
periods of this kind, a great extension of credit takes place. Not only do 
all whom the contagion reaches employ their credit much more freely 
than usual; but they really have more credit, because they seem to be 
making unusual gains, and because a generally reckless and adventurous 
feeling prevails, which disposes people to give as well as take credit more 
largely than at other times, and give it to persons not entitled to it. In 
this manner, in the celebrated speculative year 1825, and at various other 
periods during the present century, the prices of many of the principal 
articles of commerce rose greatly, without any fall in others, so that 
general prices might, without incorrectness, be said to have risen. When, 
after such a rise, the reaction comes, and prices begin to fall, though at 
first perhaps only through the desire of the holders to realive, speculative 
purchases cease :; but were this all, prices would only fall to the level from 
which they rose, or to that which 1s justified by the state of the con- 
sumption and of the supply. They fall, however, much lower ; for as, 
when prices were rising, and everybody apparently making a fortune, if 
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was easy to obtain almost any amount of credit, so now when evel ybody 
seems to be losing, and many fail entirely, it is with difficulty that firms of 
known solidity can obtain even the credit to which they are accustomed, 
and which it 1s the giecatest inconvemence to them to be without ; 
because all dealers having cngagements to fulfil, and nobody feeling sure 
that the portion of his means which he has entiusted to others will be 
available in time, no one likes to part with ready money, or to postpone 
his claim to it. To these rational conside:ations theic 1s superadded, in 
extreme cases, a panic as unreasoning as the previous over confidcnce ; 
money is borrowed for short periods at almost any rate of inteiest, and 
sales of goods for immediate payment are made at almost any sacrifice. 
Thus general prices, durmg a commercial revulsion, fall as much below 
the usual level, as during the previous period of speculation they had risen 
above it: the fall, as well as the rise, originating not in anything affecting 
money, but in the state of ciedit—an unusually extended employment of 
credit during the earlier period, followed by a great diminution, never 
amounting, however, to an entire cessation of it, in the later. 
e It is not, however, universally true that the contraction of credit, 
characteristic of a commercial crisis, must have been preceded by an ex- 
traordinary and irrational extension of it. There are other causes ; and 
the most recent crisis, that of 1%47, is an instance, having been preceded 
by no particular extension of credit, and by no speculations ; eacept those 
in railway shares, which, though in mary cases extravagant enough, yet 
being carried on mostly with that portion of means which the speculators 
could afford to lose, were not calculated to produce the widespread ruin 
which arises from vicissitudes of price in the commodities in which men 
habitually deal, and in which the bulk of their capital is invested. The 
crisis of 1847 belonged to another class of mercantile phenomena. Theie 
occasionally happens a concurrence of circumstances tending to withdraw 
from the loan market a considerable portion of the capital which usually 
supplies it. These circumstances, in the present case, were great foreign 
ayments (occasioned by the high price of cotton and the unprecedented 
importation of food), together with the continual demands on the circu- 
lating capital of the country by railway calls and the loan transactions of 
railway companies, for the purpose of being converted into fixed capital 
and made unavailable for future lending. These various demands fell 
principally, as such demands always do, on the loan market. A great, 
though not the greatest part of the imported food, was actually paid for 
by the proceeds of a government loan. The extra payments which pur- 
chasers of corn and cotton, and railway shareholders, found themselves 
obliged to make, weie either made with their own spare cash, or with 
money raised for the occasion. On the first supposition, they were made 
by withdrawing deposits from bankers, and thus cutting off a part of the 
streams which fed the loan market ; on the second supposition, they were 
made by actual drafts on the loan market, either by the sale of securities, 
or by taking up money at interest. This combination of a fresh demand 
for loans, with a curtailment of the capital disposable for them, raised the 
rate of interest, and made it impossible to borrow except on the very best 
security. Some firms, therefore, which by an improvident and unmer- 
centile mode of conducting business had allowed their capital to become 
either temporarily or permanently unavailable, became unable to command 
that perpetual renewal of credit which had previously enabled them to 
struggle on. These firms stopped payment : their failure involved more 
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or Jess deeply many other firms which had trusted them ; and, as usual 
in such cases, the general distrust, commonly called a panic, began to set 
in, and might have produced a destruction of credit equal to that of 1825, 
had not circumstances which may almost be called accidental, given to a 
very simple measure of the government a fortunate powcr of allaying 
panic, to which, when consideredan itself, it had no sort of claim. 

§ 4. The geneial operation of credit upon prices being such as we have 
described, it 1s evident that if any particular mode or form of credit 1s 
calculated to have a greater opeiation on prices than others, it can only 
be by giving greater facihty, or greater encouragement, to the multiplica- 
tion of credit transactions generally. If bank notes, for instance, or bills, 
have a greater effect on prices than book credits, it is not by any differ- 
ence in the transactions themselves, which are essentially the same, 
whether taking place 1n the one way or in the other : it must be that there 
are likely to be more of them ‘If credit is likely to be more extensively 
used as a purchasing power when bank notes or bills are the instruments 
used, than when the credit is given by mere entries in an account, to that 
extent and no more there is ground for ascribing to the former a greater 
power over the markets than belongs to the latter. —. : 

Now it appears that there is some such distinction. As far as respects 
the particular transaction, it makes no difference in the effect on price 
whether A buys goods of B on simple credit, or gives a bill for them, or 
pays for them with bank notes lent to him bya bankerC. The difference 
is in a subsequent stage. If A has bought the goods on a book credit, 
there is no obvious or convenient mode by which 13 can make A’s debt to 
him a means of extending his own credit. Whatever credit he has, will 
be due to the general opinion entertained of his solvency; he cannot 
specifically pledge A’s debt to a third person, as a security for money lent 
or goods bought. But if A has given hm a bill for the amount, he can 
get this discounted, which 1s the same thing as borrowing money on the 
joint credit of A and himself. or he may pay away the bill in exchange 
for goods, which is obtaining goods on the same joint credit. In either 
case, here 1s a second credit transaction, grounded on the first, and which 
would not have taken place if the first had been transacted without the 
intervention of a bill. Nor need the transactions end hese. The bill 
may be again discounted, or again paid away for goods, several times 
before it 1s itself presented for payment. Nor would it be correct to say 
that these successive holders, if they had not had the bill, might have 
attained their purpose by purchasing goods on their own credit with the 
dealers. They may not all of them be persons of credit, or they may 
already have stretched their credit as far as it will go. And at all events, 
either money or goods are mote readily obtained on the credit of two 
persons than of one. Nobody will pretend that it is as easy a thing fora 
merchant to borrow a thousand pounds on his own credit, as to get a bill 
discounted to the same amount, when the drawee 1s of known solvency ; 
or that he can as easily obtain goods on a book credit, as by paying for 
them with such a bill. 

If we now suppose that A, instead of giving a bill, obtains a loan of 
bank notes from a banker C, and with them pays B for his goods, we™ 
shall find the difference to be still greater. B is now independent even of 
a discounter : A’s bill would have been taken in payment only by those 
who were acquainted with his reputation for solvency, but a banker is a 
person who has credit with the public generally, and whose notes are 
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taken in payment by every one, at least in his own neighbourhood : inso- 
much that, by a custom which has grown into law, payment in bank notes 
is a complete acquittance to the payer, whereas if he has paid by a bill he 
still remains liable to the debt, 1f the person on whom the billis drawn 
fails to pay it when due. B therefore can expend the whole of the bank 
notes without at all involving his own credit ; and whatever power he had 
before of obtaining goods on book credit, remains to him unimpaired, in 
addition to the purchasing power he derives from the possession of the 
notes The same remark apples to every person in succession, into 
whose hands the notes may come __It is only A, the first holder, (who 
used his credit to obtain the notes as a loan from the issuer,) who can 
possibly find the credit he possesses in other quarters abated by it; and 
even in his case that result is not probable ; for though, in reason, and if 
all his circumstances were known, every draft already made upon his 
credit ought to diminish by so much his power of obtaining more, yet in 
practice the reverse more frequently happens, and his having been trusted 
by one person is supposed to be a reason why he may safely be trusted 
by others also. 

It appears, therefore, that bank notes are a more powerful instrument 
for raising prices than bills, and bills than book credits. It does not, 
indeed, follow that credit wz// be more used because it can be. When the 
state of trade holds out no particular temptation to make large purchases 
on credit, dealers will use only a small portion of the credit-power, and it 
will depend only on convenience whethor the portion which they use will 
be taken in one form or in another. It 1s not until the circumstances of 
the markets, and the state of the mercantile mind, render many persons 
desirous of stretching their credit to an unusual extent, that the distinc- 
tive properties of the different forms of credit display themselves. Credit 
already stretched to the utmost in the form of book debts, would be 
susceptible of a great additional extension by means of bills, and of still 
greater by means of bank notes. ‘The first, because each dealer, in addi- 
tion to his own credit, would be enabled to create a further purchasing 
power out of the credit which he had himself given to others : the second, 
because the banker’s credit with the public at large, coined into notes, as 
bullion is coined into pieces of money to make it portable and divisible, is 
sb much purchasing power superadded, in the hands of every successive 
holder, to that which he may derive from his own credit. To state the 
matter otherwise ; one single exertion of the credit power in the form of 
book credit, is only the foundation of a single purchase : but if a bill is 
drawn, that same portion of credit may serve for as many purchases as 
the number of times the bill changes hands: while every bank note 
issued, renders the credit of the banker a purchasing power to that amount 
in the hands of all the successive holders, without impairing any power 
they may possess of effecting purchases on their own credit. Credit, in 
short, has exactly the same purchasing power with money ; and as money 
tells upon puices not simply in proportion to its amount, but to its amount 
multiplied by the number of times it changes hands, so also does credit ; 
and credit transferable from hand to hand is in that proportion more 
potent, than credit which only performs one purchase. 

§ 5. All this purchasing power, however, 1s operative upon prices, only 
according to the proportion of it which is used: and the effect, therefore, 
1s only felt in a state of circumstances calculated to lead to an unusually 
extended use of credit. In such a state of circum#lances, that is, in 
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speculative times, it cannot, I think, be denied, that prices are likely ta 
rise higher if the speculative purchases are made with bank notes, than 
when they are made with bills, and when made by bills than when made 
by book credits. This, however, is of far less practical importance than 
might at first be imagined ; because, in point of fact, speculative purchases 
are not, in the great majority of cases, made either with bank notes or 
with bills, but are made almost exclusively on book credits. ‘ Applica- 
tions to the Bank for extended discount,’ says the highest authority on 
such subyects* (and the same thing must be true of applications to other 
banks), ‘occur rarely if ever in the ongin or progress of extensive specu- 
lations In commodities. These are entered into, for the most part if not 
entirely, in the first instance, on credit for the length of term usual in 
the several trades ; thus entailing on the parties no immediate necessity 
for borrowing so much as may be wanted for the purpose beyond their 
own available capital. This applies particularly to speculative purchases 
of commodities on the spot, with a view to resale. But these generally 
form the smaller proportion of engagements on credit. By far the largest 
of those entered into on the prospect of a nse of prices, are such as have 
in view importations from abroad. The same remark, too, is applicable 
to the export of commodities, when a large proportion is on the credit of 
the shippers or their consignees. As long as circumstances hold out the 
prospect of a favourable result, the credit of the parties is generally sus- 
tained. If some of them wish to realize, there are others with capital and 
credit ready to replace them ; arid if the events fully justify the grounds 
on which the speculative transactions were entered into (thus admitting of 
sales for consumption in time to replace the capital embarked) there is 
no unusual demand for borrowed capital to sustain them. It is only when 
by the vicissitudes of political events, or of the seasons, or other advene 
titious circumstances, the forthcoming supplies are found to exceed the 
computed rate of consumption, and a fall of prices ensues, that an 
increased demand for capital takes place ; the market rate of interest then 
rises, and increased applications are made to the Bank of England for 
discount.” So that the multiplication of bank notes and other transferable 
aper does not, for the most part, accompany and facilitate the specu- 
ation ; but comes into play chiefly when the tide is turnmg, and diffi- 
culties begin to be felt. 

Of the extraordinary height to which speculative transactions can be 
carried upon mere book credits, without the smallest addition to what is 
commonly called the currency, very few persons are at all awate. ‘The 
power of purchase, says Mr. Tooke,t ‘by persons having capital and 
credit, is much beyond anything that those who are unacquainted prac- 
tically with speculative markets have any idea of... . A person having 
the reputation of capital enough for his regular business, and enjoying 
good credit in his trade, if he takes a sanguine view of the prospect of a 
rise of price of the article in which he deals, and 1s favoured by circum- 
stances in the outset and progress of his speculation, may effect purchases 
to an extent perfectly enormous, compared with his capital.’ Mr. Tooke 
confirms this statement by some remarkable instances, exemplifying the 
immense purchasing power which may be exercised. and rise of: price 
which may be produced, by credit not represented by either bank notes 
or bills of exchange. : 

* Tooke:s History of Prices, vol. iv. pp. 125-6. 
+ Inquiry into the Currency Principle, pp. 79 and 136-8, 
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‘Amongst the earlier speculators for an advance in the price of tea, in 
consequence of our dispute with China in 1839, were several retail grocers 
and tea-dealers. There was a general disposition among the trade to 
get into stock ; that is, to lay in at once a quantity which would mect the 
probable demand from their customers for several months to come. 
Some, however, among them, more sanguine and adventurous than the 
rest, availed themselves of their creda with the importers and wholesale 
dealers, for purchasing quantities much beyond the estimated demand in 
their own business. As the purchases were made in the first instance 
ostensibly, and perhaps really, for the legitimate purposes and within the 
limits of their regular business, the parties were enabled to buy without 
the condition of any deposit ; whereas speculators, known to be such, are 
required to pay 2/. per chest, to cover any probable difference of price 
which might atise before the expiration of the prompt, which, for this 
article, is three months. Without, therefore, the outlay of a single 
farthing of actual capital or currency in any shape, they made purchases 
to a considerab!e extent ; and with the profit realized on the resale of a 
part of these purchascs, they were enabled to pay the deposit on further 
quantities when required, as was the case when the extent of the pur- 
chases attracted attention. In this way, the speculation went on at 
advancing prices (100 per cent. and upwards) till nearly the eapnation of 
the prompt, and if at that time circumstances had been such as to justify 
the apprehension which at one time prevailed, that all future supplies 
would be cut off, the piiccs might haveestill further advanced, and at any 
rate not have retrograded. In this case, the speculators might have 
realized, if not all the profit they had anticipated, a very handsome sum, 
upon which they might have been enabled to extend their business 
greatly, or to retire from it altogether, with a reputation for great sagacity 
in thus making their fortune. But instead of this favourable result, it so 
happened that two or three cargoes of tea which had been transhipped 
were admitted, contrary to expectation, to entry on their arrival here, and 
it was found that further induect shipments were in progress. Thus the 
supply was increased beyond the calculation of the speculators: and at 
the same time, the consumption had been diminished by the high price. 
There was, consequently, a violent reaction on the market; the specu- 
lators were unable to sell without such a sacrifice as disabled them fiom 
fulfilling their engagements, and several of them consequently failed. 
Among these, one was mentioned, who having a capital not exceeding 
1,200/, which was locked up in his business, had contrived to buy 4,000 
chests, value above 80,000/., the loss upon which was about 16,coo/. 

* The other example which I have to give, is that of the opcration on 
the corn market between 1838 and 1842. There was an instance of a 
person who, when he entered on his extensive speculations, was, as it 
appeared by the subsequent examination of his affairs, possessed of a 
capital not exceeding 5,000/, but being successful in the outset, and 
favoured by circumstances in the progress of his operations, he contrived 
to make purchases to such an extent, that when he stopped payment his 
engagements were found to amount to between 500,000/. and 600,000/, 
Other instances might be cited of parties without any capital at all, who, 
by dint of mere credit, were enabled, while the aspect of the market 
favoured their views, to make purchases to a vely great extent. 

‘And be it observed, that these speculations, involving enormous pur- 
chases on little or no capital, were carried on in 1839 &nd 1840, when the 
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money market was in its most contracted state; or when, according to 
modern phraseology, there was the greatest scarcity of money.’ 

But although the great instrument of speculative purchases is book 
credits, it cannot be contested that in speculative periods an increase 
does take place in the quantity both of bills of exchange and of bank 
notes, This increase, indeed, so far as bank notes are concerned, hardly 
ever takes place in the earliest staze of the speculations ; advances from 
bankers (as Mr. Tooke observes) not being applied for in order to pur- 
chase, but in order to hold on without selling when the usual term of 
credit has expired, and the high price which was calculated on has not 
arrived. But the tea speculators mentioned by Mr. Tooke could not 
have carried their speculations beyond the three months which are the 
usual term of credit in their trade, unless they had been able to obtain. 
advances from bankers, which, if the expectation of a rise of price had 
still continued, they probably could have done. 

Since, then, credit in the form of bank notes is a more potent instru- 
ment for raising prices than book credits, an unrestrained power of 
resorting to this instrument may contribute to prolong and heighten the 
speculative rise of prices, and hence to aggravate the subsequent recoil. 
But in what degree? and what importance ought we to ascribe to this 
possibility? It may help us to form some judgment on this point, if we 
consider the proportion which the utmost increase of bank notes in a 
period of speculation bears, I do not say to the whole mass of credit in 
the country, but to the bills of exchange alone. The average amount of 
bills in existence at any one time 1s supposed considerably to exceed a 
hundred millions sterling.* The bank note circulation of Great Britain 
and Ireland 1s Jess than thirty-five millions, and the increase in specu- 
lative periods at most two or three. And even this, as we have scen, 
hardly ever comes into play until that advanced period of the speculation 
at which the tide shows signs of turning, and the dealers generally are 
rather thinking of the means of fulfilling their existing engagements, than 


* The most approved estimate is that of Mr. Leatham, grounded on the official 
returns of bill stamps issued. The following are the results :— 


Bills created in Great Britain 


and Ireland, founded on Average amount in 


circulation at one time in 


returns of Bill Stamps each year 


issued from the Stamp Office. 


£356,153,409 £89,038, 352 


383,659,585 95,914,896 
379,155,052 94,788,763 
495,403,051 101,350,762 
435,943:473 121,485,868 
455,084,445 113,771,111 
465,504,041 116,376,010 
528,493,842 132,123,460 





‘Mr. Leatham,’ says Mr. Tooke, ‘gives the process by which, upon the data 
furnished by the returns of stamps, he arrives at these results ; and I am disposed 
to think that they are as near an approximation to the truth as the nature of the 
materials admits of ariiving at.’—Inquiry into the Currency Principle, p, 26. 


INFLUENCE OF CREDIT ON PRICES, 365 


meditating an extension of them: while the quantity of bills in existence 
is largely increased from the very commencement of the speculations. 

§6 It is well known that of late years, an artificial limitation of the 
issue of bank notes has been regarded by many political economists, and 
Ly a gieat portion of the public, as an expedient of supreme efficacy for 
preventing, and when it cannot prevent, for moderating, the fever of 
speculation ; and this opinion received ¢he recognition and sanction of 
the legislature by the Currency Act of 1844. At the point, however, 
which our inquiries have reached, although we have conceded to bank 
notes a greater power over prices than is possessed by bills or book 
credits, we have not found reason to think that this superior efficacy has 
much share in producing the rise of prices which accompanies a period 
of speculation, nor consequently that any restraint applied to this one 
instrument, can be efficacious to the degree which 1s often supposed, in 
moderating either that rise, or the recoil which follows it. We shall be 
still less inclined to think so, when we consider that there 1s a fourth form 
of credit transactions, by cheques on bankers, and transfers in a banker's 
books, which is exactly parallel in every respect to bank notes, giving 
equal facilities to an extension of credit, and capable of acting on prices 
quite as powerfully. In the words of Mr. Fullarton,* ‘there is not a 
single object at present attained through the agency of Bank of England 
notes, which might not be as effectually accomplished by each individual 
keeping an account with the bank, and transacting all his payments of 
five pounds and upwards by cheque.’ A bank, instead of lending its 
notes to a merchant or dealer, might open an account with him, and 
credit the account with the sum it had agreed to advance: on an under- 
standing that he should not draw out that sum in any other mode than 
by drawing cheques against it in favour of those to whom he had occasion 
to make payments. These cheques might possibly even pass from hand 
to hand like bank notes ; more commonly, however, the receiver would 
pay them into the hands of his own banker, and when he wanted the 
money, would draw a fresh cheque against it: and hence an objector 
may suggest, that as the original cheque would very soon be presented 
for payment, when it must be paid either in notes or in corn, notes or 
coin to an equal amount must be provided as the ultimate means of 
liquidation. It 1s not so, however. The person to whom the cheque is 
transferred, may perhaps deal with the same banker, and the cheque may 
return to the very bank on which it was drawn : this is very often the case 
In country districts ; if so, no payment will be called for, but a simple 
transfer in the banker’s books will settle the transaction. If the cheque is 
paid into a different bank, it will nof be presented for payment, but 
‘liquidated by set-off against other cheques; and in a state of circum 
stances favourable to a general extension of banking credits, a banker 
who has granted more credit, and has therefore more cheques drawn on 
him, will also have more cheques on other bankers paid to him, and will 
only have to provide notes or cash for the payment of balances ; for 
which purpose the ordinary reserve of prudent bankers, one-third cf their 
liabilities, will abundantly suffice. Now, if he had granted the extension 
of credit by means of an issue of his own notes, he must equally have 
retained in coin the usual reserve: so that he can, as Mr. Fullarton says, 
give every facility of credit by what may be termed a cheque circulation, 
which he could give by a note circulation. 


* On the Regulation of Currencies, p. 4i? 
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This extension of credit by entries in a banker's books, has all tha 
superior efficiency in acting on prices, which we ascribeil to an extensio 
by means of bank notes. As a bank note of 20/,, paid to any one, gives 
him 2o0/. of purchasing-power based on credit, over and above whatever 
credit he had of his own, so does a cheque paid to him do the same ; for, 
although he may make no purchase with the cheque itself, he deposits 1t 
with his banker, and can draw against it. As this act of drawing a cheque 
against another which has been exchanged and cancelled, can be repeated 
as often as a purchase with a bank note, it effects the same increase of 

urchasing power. The original loan, or credit given by the banker to 
his customer, is potentially multiphed as a means of purchase, in the 
nands of the successive persons to whom portions of the credit are paid 
away, just as the purchasing power of a bank note 1s multiplied by the 
number of persons through whose hands it passes before it 1s returned to 
the issuer. 

These considerations abate very much from the importance of any 
effect which can be produced 1n allaying the vicissitudes of commeice, by 
so superficial a contrivance as the one so much relied on of late, the 1e- 
striction of the issue of bank notes by an aitificial rule. An examination 
of all the consequences of that restriction, and a full estimate of the 
reasons for and against it, must be deferred until we have treated of the 
foreign exchanges, and the international movements of bullion, At 
present we are only concerned with the general theory of prices, of which 
the different influence of different kinds of credit 1s an essential part. 

§ 7. Some high authorities have claimed for bank notes, as compared 
with other modes of credit, a greater distinction in respect to influence on 
price than we have seen reason to allow ; a difference, not in degree, but 
in kind. They ground this distinction on the fact, that bank notes have 
the property, in common with metallic money, of finally closing the trans- 
actions in which they are employed ; while no other mode of paying one 
debt by transferring another has that privilege, but, on the contrary, all 
bills and cheques, as well as all book-debts, aie from the first intended to 
be, and actually are, ultimately liquidated either in coin or innotes. The 
bank notes in circulation, jointly with the coin, are therefore, according to 
these authorities, the basis on which all the other expedients of credit 
rest ; and in proportion to the basis will be the superstructure ; insomuch 
that the quantity of bank notes determines that of all the other forms of 
credit. If bank notes are multiplied, there will, they seem to think, be 
more bills, more payments by cheque, and, I presume, more book credits ; 
and, by regulating and limiting the issue of bank notes, they.think that 
all other forms of credit are, by an indirect consequence, brought under 
a similar limitation. I believe 1 have stated the opinion of these 
authorities correctly, though I have nowhere seen the grounds of it set 
forth with such distinctness as to make me feel quite certain that I under- 
stand them. I can see no reason for the doctrine, that according as there 
are more or fewer bank notes, there will be more or less of other descrip- 
tions of credit. If indeed we begin by assuming, as I suspect 1s tacitly 
done, that prices are regulated by coin and bank notes, the proposition 
maintained will certainly follow ; for, according as prices are ligher or 
lower, the same purchases will give rise to bills, cheques, and book-credits 
of a larger ot a smaller amount. But the premiss in this reasoning 1s the 
very proposition to be proved. Setting this assumption aside, 1 know not 
how the conclusien can be substantiated. The ciedit given to anyone by 
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\those with whom he deals, does not depend on the quantity of bank notes 
or coin in circulation at the time, but on their opinion of his solvency : if 
any consideration of a more general character enters into their calcula- 
lion, it is only in a time of pressure on the loan market, when they are 
rot certain of being themselves able to obtain the credit on which they 
have been accustomed to rely ; and even then, what they look to is the 
general state of the loan market, and note(preconceived theory apart) the 
anount of bank notes. So far, as to the willingness to gzve credit. And 
the willingness of a dealer to wse his credit, depends on his expectations 
of gain, that is, on his opinion of the probable future price of his com- 
modiy ; an opinion grounded either on the rise or fall already going on, 
or On Nis prospective judgment respecting the supply and the rate of con- 
sumption. When a dealer extends his purchases beyond his immediate 
means of payment, engaging to pay at a specified time, he does so in the 
expectation either that the transaction will have terminated favourably 
before that time arrives, or that he shall then be in possession of sufficient 
funds from the proceeds of his other transactions. The fulfilment of these 
expectations depends upon prices, but not specially upon the amount of 
bank notes. He may, doubtless, also ask himself, in case he should be 
disappointed in these expectations, to what quarter he can look fora 
temporary advance, to enable him, at the worst, to keep his engagements. 
But in the firs. place, this prospective reflection on the somewhat more or 
less of difficulty which he may have in tiding over his embarrassments, 
seems too slencer an inducement to be mych of a restraint in a period 
supposed to be one of rash adventure, and upon persons so confident of 
success as to involve themselves beyond their certain means of extrication. 
And further, I apprehend that their confidence of being helped out in the 
event of ill-fortune, will mainly depend on their opinion of their own in- 
dividual credit, with, perhaps, some consideration, not of the quantity of 
the currency, bu. of the general state of the loan market. They are 
aware that, in case of a commercial crisis, they shall have difficulty in 
obtaining advances. But if they thought it hkely that a commercial 
crisis would occur before they had realized, they would not speculate If 
no great contraction of yencral credit occurs, they will feel no doubt of 
obtaining any advances which they absolutely require, provided the state 
of their own affars at the time affords in the estimation of lenders a 
sufficient prospect that those advances will be repaid, 


CHAPTER XIIL 
OF AN INCONVERTIBLE PAPER CURRENCY. 


§ 1. AFTER experience had shown that pieces of paper, of no intrinsic 
value, by mcrely bearing upon them the written profession of being equiva- 
lent to a certain number of francs, dollars, or pounds, could be made to 
circulate as such, and to produce all the benefit to the issuers which 
could have been produced by the coins which they purported to repre- 
sent, governments began to think that it would be a happy device if they 
could appropriate to themselves this benefit, free from the condition to 
which individuals issuing such paper substitutes for money were subject, of 
giving, when required, for the sign, the thing signified. elhey determined 
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to try whether they could not emancipate themselves from this unpleasant | 
obligation, and make a piece of paper issued by them pass for a pound, ' 
by merely calling it a pound, and consenting to receive it 1n payment of 
the taxes. And such 1s the influence of almost all established govern- 
ments, that they have generally succeeded in attaining this object: ] 
believe I might say they have always succeeded for a time, and the power 
has only been lost to them after they had compromised it by the most 
flagrant abuse. 

In the case supposed, the functions of money are performed by a thing 
which derives its power of performing them solely from convention ; but 
convention 1s quite sufficient to confer the power; since nothing nore 
is needful to make a person accept anything as money, and even at any 
arbitrary value, than the persuasion that it will be taken from him on the 
same terms by others. The only question 1s, what determines thevalue of 
such a currency? since it cannot be, as in the case of gold and silver (or 
paper exchangeable for them at pleasure), the cost of productiot. 

We have seen, however, that even in the case of a metallic currency, 
the immediate agency in determining its value is its quantty. If the 
quantity, instead of depending on the ordinary mercantile motwes of profit 
and loss, could be arbitrarily fixed by authority, the value would depend 
on the fiat of that authority, not on cost of production. The quantity of a 
paper currency not convertible into the metals at the option of the holder, 
can be arbitrarily fixed ; especially if the issuer is the sovereign power of 
the state. The value, therefore,of such a currency, is entuely arbitrary. 

Suppose that, in a country of which the currency 1s wholly metallic, a 
paper currency is suddenly issued, to the amount of haf the metallic 
circulation : not by a banking establishment, or in the forn of loans, but 
by the government, in payment of salaries and purchase of commodities. 
The currency being suddenly increased by onc-half, all prices will rise, 
and among the rest, the prices of all things made of goldand silver. An 
ounce of manufactured gold will become more valuable .han an ounce o 
gold coin, by more than that customary difference which compensates for 
the value of the workmanship ; and it will be profitable to melt the coin 
for the pu: pose of being manufactured, untilas much has deen taken from 
the currency by the subtraction of gold, as had been added to it by the 
issue of paper. Then prices will relapse to what they vere at first, and 
there will be nothing changed except that a paper currency has bcen 
substituted for half of the metallic currency which existed before. Suppose, 
now, a second emission of paper; the same series of effects will be 
renewed ; and so on, until the whole of the metallic money has 
disappeared : that is, if paper be issued of as low a denomination as 
the lowest coin ; 1f not, as much will remain, as convenience requires for 
the smaller payments. The addition made to the quantity of gold and 
siver disposable for ornamental purposes, will somewhat reduce, for a 
time, the value of the article ; and as long as this is the case, even though 
paper has been issued to the oriyinal amount of the metallic circulation, 
as much coin will remain in circulation along with it, as will keep the 
value of the currency down to the reduced value of the metallic material : 
but the value having fallen below the cost of production, a stoppage or 
diminution of the supply from the mines will enable the surplus to be 
carried off by the ordinary agents of destruction, after which, the metals 
and the currency will recover their natural value. Weare here supposing, 
as we have suppoSed throughout, that the country has mines of its own, 
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and no commercial intercourse with other countries : for, in a country 
having foreign trade, the coin which is rendered superfluous by an issue of 
paper is carried off by a much prompter method. 

Up to this point, the effects of a paper currency are substantially the 
same, whether it is convertible into specie or not. It is when the metals 
have been completely superseded and driven from circulation, that the 
difference between convertible and intonvertible paper begins to be 
operative. When the gold or silver has all gone from circulation, and an 
equal quantity of paper has taken its place, suppose that a still further 
issue is superadded. The same series of phenomena recommences : 

rices rise, among the rest the prices of gold and silver articles, and it 

ecomes an object as before to procure coin in order to convert it into 
bullion. There 1s no longer any coin in circulation ; but 1f the paper 
currency is convertible, com may still be obtained from the issuers, in 
exchange for notes. All additional notes, therefore, which are attempted 
to be forced into circulation after the metals have been completely 
superseded, will return upon the issuers in exchange for coin ; and they 
will not be able to maintain in circulation such a quantity of convertible 
paper, as to sink its value below the metal which it represents. It is not 
so, however, with an inconvertible currency. To the increase of that (if 

rmitted by law) there is no check. The issuers may add to it 
indefinitely, lowering its value and raising prices in proportion ; they may, 
in other words, depreciate the currency without limit. 

Such a power, in whomsoever vested, #s an intolerable evil. All varia- 
tions in the value of the circulating medium are mischievous: they disturb 
existing contracts and expectations, and the hability to such changes 
renders evely pecuniary engagement of long date entirely precarious. 
The person who buys for himself, or grants to another, an annuity of 100/,, 
does not know whether it will be equivalent to 200/. or to 50/. a few years 
hence. Great as this evil would be if it depended only on accident, it 
is still greater when placed at the arbitrary disposal of a man or a body 
of men ; who may have any kind or degrec of interest to be served by an 
artificial fluctuation in fortunes ; and who have at any rate a strong 
imterest in issuing as much as possible, each issue being 1n itself a source 
of profit. Not to add, that the issuers may have, and in the case of a 
government paper, always have, a direct interest in lowering the value of 
the ee because it 1s the medium in which their own debts are com- 
puted. 

§ 2. In order that the value of the currency may be secure from being 
altered by design, and may be as little as possible hable to fluctuation 
from accident, the articles least liable of all known commodities to vary in 
their value, the precious metals, have been made in all civilized countries 
the standard of value for the circulating medium ; and no paper currency 
ought to exist of which the value cannot be made to conform to theirs. 
Nor has this fundamental maxim ever been entircly lost sight of, even by 
the governments which have most abused the power of creating incon- 
vertible paper. If they have not (as they generally have) professed an 
intention of paying in specie at some indcfinite future time, they have at 
least, by giving to their paper issues the names of their coins, made a 
virtual, though generally a false, profession of intending to keep them at 
a value corresponding to that of the coins. This is not impracticable, 
even with an inconvertible paper. There is not indeed the self-acting 
check which conyertibility brings with it. But thére is a clear and 
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unequivocal indication by which to judge whether the currency is depre- | 
ciated, and to what extent. That indication is the price of the precious 
metals When holders of paper cannot demand coin to be converted into 
bullion, and when there is none left in circulation, bullion rises and falls 
in price like other things ; and if it is above the mint price, if an ounce of 
gold, which would be coined into the equivalent of 3/. 175. 1o}d., 1s sold 
for 4/. or 5/. in paper, the value df the currency has sunk just that much 
below what the value of a metallic currency would be. If, therefore, the 
issue of inconvertible paper wcre subjected to strict rules, one rule being 
that whenever bullion rose above the mint price, the issues should be con- 
tracted until the market price of bullion and the mint price were again in 
accordance, such a currency would not be subject to any of the evils 
usually deemed inherent 1n an inconvertible paper. 

But also such a system of currency would have no advantages sufficient 
to recommend it to adoption. An inconvertible currency, 1egulated by 
the price of bullion, would conform exactly, in all its variations, to a con- 
vertible one ; and the only advantage gained, would be that of exemption 
from the necessity of keeping any reserve of the precious metals ; which 
is not a very important consideration, especially as a government, so long 
as its good faith is not suspected, needs not keep so large a reserve as 
private issuers, being not so liable to great and sudden demands, since 
there never can be any real doubt of its solvency. Against this small 
advantage 1s to be set, in the first place, the possibility of fraudulent 
tampering with the price of bullion for the sake of acting on the currency; 
in the manner of the fictitious sales of corn, to influence the averages, so 
much and so justly complained of while the corn laws were inforce But 
a still stronger consideration is the importance of adhering to a simple 
principle, intelligible to the most untaught capacity. Everybody can 
understand convertibility ; every one sees that what can be at any 
moment exchanged for five pounds, 1s worth five pounds. Regulation 
by the price of bullion is a more complex idea, and does not recommend 
itself through the same familiar associations. There would be nothing 
like the same confidence, by the public generally, in an inconveitible cur- 
rency so regulated, as in a convertible one: and the most instructed 

erson might reasonably doubt whether such a rule would be as likely to 
be inflexibly adhered to. The grounds of the rule not being so well 
understood by the public, opinion would probably not enforce it with as 
much rigidity, and, in any circumstances of difficulty, would be likely to 
turn against it; while to the government itself a suspension of converti- 
bility would appear a much stronger and more extreme measure, than a 
relaxation of what might possibly be considered a somewhat artificial rule. 
There is therefore a great preponderance of reasons in favour of a con- 
vertible, in preference to even the best regulated inconvertible currency. 
The temptation to over issue, in certain financial emergencies, 1s so strong, 
that nothing is admissible which can tend, in however slight a degree, to 
weaken the barriers that restrain it. 

§ 3. Although no doctrine in political economy rests upon more obvious 
grounds than the mischiefof a paper currency not maintained at the same 
value with a metallic, either by convertibility, or by some principle of 
limitation equivalent to it ; and although, accordingly, this doctrine has, 
though not till after the discussions of many years, been tolerably effec- 
tually drummed into the public mind ; yet dissentients are still numerous, 
and projectors every ‘how and then start up, with plans for curing all the 
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economical evils of society by means of unlimited issue of inconvertible 
paper. There is, in truth, a great charm in the idea. To be able to pay 
off the national debt, defray the expenses of government without taxation, 
and in fine, to make the fortunes of the whole community, 1s a brilliant 
prospect, when once a man is capable of believing that printing a few 
characters on bits of paper will do it. The philosopher’s stone could not 
be expected to do more. . 

As these projects, however often slain, always resuscitate, it 1s not 
superfluous to examine one or two of the fallacies by which the schemers 
impose upon themselves. One of the commonest is, that a paper currency 
cannot be issued in excess so long as every note issued represents 
property, or has a foundation of actual property to rest on. These phrases, 
of representing and resting, seldom convey any distinct or well-defined 
idea : when they do, their meaning is no more than this—that the issuers 
of the paper must Aave property, either of their own, or entrusted to them, 
to the value of all the notes they issue ; though for what purpose, does not 
very clearly appear ; forif the property cannot be claimed in exchange 
for the notes, it 1s difficult to divine in what manner its mere existence can 
scrve to uphold their value. I presume, however, it is intended as a 
guarantee that the holders would be finally reimbursed, in case any un- 
toward event should cause the whole concern to be wound up. On this 
theory there have been many schemes for ‘ coming the whole land of the 
country into money’ and the like. 

In so far as this notion has any conneyion at all with reason, it seems to 
originate in confounding two entirely distinct evils, to which a paper 
currency is hable One is, the insolvency of the issucrs ; which, if the 
paper is grounded on their credit—if 1t makes any promise of payment in 
cash, either on demand or at any future trme—of course deprives the 
paper of any value which it derives from that promise. To this evil 
paper credit is equally liable, however moderately used ; and against it, a 
proviso that all issues should be ‘founded on property,’ as for instance 
that notes should only be issued on the security of some valuable thing 
expressly pledged for thcir redemption, would really be efficacious as a 
precaution. But the theory takes no account of another evil, which is 
incident to the notes of the most solvent firm, company, or government : 
that of being depreciated in value from being issued in excessive quantity. 
The assignats, during the French Revolution, were a model of a currency 
grounded on these principles. The assignats ‘represented’ an immense 
amount of highly valuable property, namely the lands of the crown, the 
church, the monasteries, and the emigrants ; amounting perhaps to half 
the territory of France. They were, in fact, orders or assignments on this 
mass of land. The revolutionary government had the idea of ‘coining’ 
these lands into money ; but, to do them justice, they did not onginally 
contemplate the immense multiplication of issues to which they were 
eventually driven by the failure of all other financial resources. They 
imagined that the assignats would come rapidly back to the issuers in 
exchange for land, and that they should be able to reissue them continually 
until the lands were all disposed of, without having at any time more than 
@ very moderate quantity in circulation. Their hope was frustrated : the 
land did not sell so quickly as they expected ; buyers were not inclined to 
invest their money in possessions which were likely to be resumed without 
coinpensation if the Revolution succumbed: the bits of paper which 
represented land, becoming prodigiously multiplied, €ould nq more keep 
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up their value than the land itself would have done if it had all been 
brought to market at once : and the result was, that it at last required an 
assignat of five huadred francs to pay for a cup of coffee. 

The example of the assignats has been said not to be conclusive, because 
an assignat only represented land in general, but not a definite quantity of 
land. To have prevented their depreciation, the proper course, it 1S 
affirmed, would have been, to haye made a valuation of all the confiscated 

roperty at its metallic value, and to have issued assignats up to, but not 
bevand that limit ; giving to the holders a nght to demand any piece of 
land, at its registered valuation, in exchange for assignats to the same 
amount. There can be no question about the superiority of this plan 
over the one actually adopted. Had this course been followed, the 
assignats could never have been depreciated to the inordinate degree 
they were ; for—as they would have retained all their purchasing power 
in relation to land, however much they might have fallen in respect to 
other things —before they had lost very much of their market value, they 
would probably have been brought 1n to be exchanged for land. It must 
be remembered, however, that their not being depreciated would pre- 
suppose that no greater number of them continued 1n circulation than 
would have circulated if they had been convertible into cash. However 
convenient, therefore, in a time of revolution, this currency convertible 
into land on demand might have been, as a contrivance for selling rapidly 
a great quantity of land with the least possible saciifice ; it is difficult to 
see what advantage it would have, as the permanent system of a country, 
over a currency convertible into coin: while it 1s not at all difficult to see 
what would be its disadvantages ; since land 1s far more vaniable in value 
than gold and silver; and besides, land, to most persons, being rather an 
incumbrance than a desirable possession, except to be converted into 
money, people would submit to a much greater depreciation before 
demanding land, than they will before demanding gold or silver.* 

§ 4. One of the most transparent of the fallacies by which the principle 
of the convertibility of paper money has been assailed, is that which 
pervades a recent work by Mr. John Gray .t the author of the most 
ingenious, and least exceptionalble plan of an inconvertible currency 
which I have happened to meet with. This wnter has seized several of 
the leading doctrines of political economy with no ordinary grasp, and 
among others, the :mportant one, that commodities are the 1eal market 
for commodities, and that Production is essentially the cause and 
measure of Demand. But this proposition, true in a state of baiter, he 
affirms to be false under a monetary system regulated by the precious 
metals, because if the aggregate of goods is increased faster than the 
aggregate of money, prices must fall, and all producers must be losers ; 


* Among the schemes of currency to which, strange to say, intelligent men 
have been found to give their sanction, one 1s as follows: that the state should 
receive in pledge or mortgage, any kind or amount of property, such as land, 
stock, etc, and should advance to the owners inconvertible paper money to the 
estimated value. Such a currency would not even have the recommendations of 
the imaginary assignats supposed in the text; since those into whose hands the 
notes were paid by the persons who received them, could not return them to the 
Government, and demand in exchange land or stock which was only pledged, not 
alienated. There would be no reflux of such assignats as these, and their depre- 
ciation would be indefinite, 


+ Lectures on the Nature and Use of Money. By John Gray, 
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now neither gold nor silver, nor any other valuable thing, ‘can by 
any possibility be increased ad /2betum, as fast as all other valuable things 
put together’ a limit, therefore, is arbitraily set to the amount of 
pioduction which can take place without loss to the producers : and on 
this foundation Mr. Gray accuses the existing system of rendering the 
produce of this country less by at least one hundred million pounds 
annually, than it would be under a currengy which admitted of expansion 
in exact propoition to the increase of commodities, 

But, in the first place, what hinders gold, or any other commodity 
whatever, from being ‘increased as fast as all other valuable things put 
together’? If the produce of the world, in all commodities taken 
together, should come to be doubled, what 1s to prevent the annual 
produce of gold from being doubled hkewise ? for that 1s all that would be 
necessary, and not, (as nught be inferred from Mr. Gray’s language) that 
it should be doubled as many times over as there are other ‘valuable 
things’ to compare it with. Unless it can be proved that the production 
of bullion cannot be increased hy the application of increased labour 
and capital, it is evident that the stimulus of an increased value of 
the commodity will have the same effect in extending the mining 
operations, as it is admitted to have in all other branches of production. 

But, secondly, even if the currency could not be increased at all, and 
if evcly addition to the aggregate produce of the country must necessarily 
be accompanied by a proportional diminution of general prices ; it is in- 
comprehensible how any person who has attended to the subject can fail 
to see that a fall of price, thus produced, is no loss to producers : they 
receive less money ; but the smaller amount goes exactly as far, in all ex- 
ease whether productive or personal, as the larger quantity did 

efoie. The only difference would be in the increased burthen of fixed 
money payments; and of that (coming, as it would, ve1y gradually) a very 
small portion would fall on the productive classes, who have rarely 
any debts of old standing, and who would suffer almost solely in the 
increased onerousness of their contmbution to the taxes which pay 
the interest of the National Debt. I should not have thought it 
necessary to be thus particular in pointing out so obvious a blunder, if the 
work of Mr. Gray had not been very widely circulated, and if the writer 
were not apparently capable of better things than he has in this instance 
exhibited. 

§ 5. Another of the fallacies from which the advocates of an in- 
convertible currency derive support, is the notion that an increase of the 
currency quickens industry. This idea was set afloat by Hume, in his 
Essay on Money, and has had many devoted adherents since; witness 
the Birmingham currency school of the present day, of whom Mr. 
Attwood was for a time the most conspicuous representative. Mr. 
Attwood maintained that a rise of prices produced by an increase of paper 
currency, stimulates every producer to his utmost exertion, and brings all 
the capital and labour of the countiy into complete employment ; and that 
this has invariably happened in all periods of rising prices, when the rise 
was on a sufficiently great scale. I presume, however, that the induce- 
ment which, according to Mr. Attwood, excited this unusual ardour in all 
persons engaged in production, must have been the expectation of 
getting more of commodities generally, more real wealth, in exchange for 
the produce of their labour, and not merely more pieces of paper. This 
expectation, however, must have been, by the very terms of the supposi- 
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tion, disappointed, since, all prices being supposed to rise equally, no one 
was really better paid for his goods than before. Those who agree with 
Mr. Attwood could only succeed in winning people on to these unwonted 
exertions, by a prolongation of what would in fact be a delusion ; contriv- 
ing matters so, that by a progressive rise of money prices, every producer 
shall always seem to be in the very act of obtaming an increased re- 
muneration which he never, in reality, does obtain. It is unnecessary to 
advert to any,other of the objections to this plan, than that of its total im- 
practicability. It calculates on finding the whole world persisting for 
ever in the belief that more pieces of paper are more riches, and never dis- 
covering that, with all their paper, they cannot buy more of anything than 
they could before. No such mistake was made during any of the periods 
of high prices, on the experience of which this school lays so much stress, 
At the periods which Mr. Attwood mistook for times of prosperity, 
and which were simply (as all periods of high prices, under a convertible 
currency, must be) times of speculation, the speculators did not think they 
were growing rich because the high prices would last, but because they 
would not last, and because whoever contrived to realize while they did 
last, would find himself, after the recoil, in possession of a greater number 
of pounds sterling, without their having become of less value. If, at the 
close of the speculation, an issue of paper had been made, sufficient to 
keep prices up to the point which they attained when at the highest, no one 
would have been more disappointed than the speculators : since the gain 
which they thought to have reaped by realizing in time (at the expense of 
their competitors, who bought when they sold, and had to sell after the 
revulsion) would have faded away in their hands, and instead of it they 
would have got nothing except a few more paper tickets to count by. 

Hume’s version of the doctrine differed in a slight degree from Mr. 
Attwood’s. He thought that all commodities would not rise in price 
simultaneously, and that some persons therefore would obtain a real gain, 
by getting more money for what they had to sell, while the things which 
they wished to buy might not yet have nsen. And those who would reap 
this gain would always be (he seems to think) the first comers. It seems 
obvious, however, that for every person who thus gains more than usual, 
there is necessarily some other person who gains less. The loser, if 
things took place as Hume supposes, would be the seller of the com- 
modities which are slowest to rise ; who, by the supposition, parts with his 
goods at the old prices, to purchasers who have already benefited by the 
new. The seller has obtained for his commodity only the accustoned 
quantity of money, while there are already some things of which that 
money will no longer purchase as much as before. If, therefore. he knows 
what is going on, he will raise his price, and then the buyer will not have 
the gain, which is supposed to stimulate his industry. But if, on the con- 
trary, the seller does not know the state of the case, and only discovers it 
when he finds, in laying his money out, that it does not go so far, he then 
obtains less than the ordinary remuneration for his labour and capital ; 
and if the other dealer’s industry is encouraged, it should seem that his 
must, from the opposite cause, be impaired. 

§ 6, There is no way in which a general and permanent rise of prices, 
or in other words, depreciation of money, can benefit anybody, except at 
the expense of somebody else. The substitution of paper for metallic 
currency is anational gain; and further increase of paper beyond this -is 
but a form of robbery. 
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An issue of notes is a manifest gain to the issuers, who, until the notes 
are returned for payment, obtain the use of them as if they were a real 
capital: and so long as the notes are no permanent addition to the 
curiency, but mercly supersede gold or silver to the same amount, the 
gain of the issuer 1s a loss to no one; it is obtained by saving to the 
community the expense of the more costly mateiial. But if there is no 

old or silver to be superseded—if the fiotes are added to the currency, 
instead of being substituted for the metallic part of it—all holders of 
currency lose, by the depreciation of its value, the exact equivalent of 
what the issuer gains. A tax is virtually levied on them for his benefit. 
It will be objected by some, that gains are also made by the producers 
and dealers who, by means of the increased issue, are accommodated 
with loans. Theirs, however, is not an additional gain, but a portion of 
that which is reaped by the issuer at the expense of all possessors of 
money. The profits ansing from the contribution levied upon the public, 
he does not keep to himself, but divides with his customers. 

But besides the benefit reaped by the issuers, or by others through 
them, at the expense of the public generally, there is another unjust gain 
obtained by a larger class, namely by those who are under fixed pecunialy 
obligations. All such persons are freed, by a depreciation of the currency, 
from a portion of the burden of their debts or other engagements : in 
other words, part of the property of their creditors is gratuitously trans- 
ferred to them. Ona superficial view it may be imagined that this is an 
advantage to industry ; since the producttve classes are great borrowers, 
and gencrally owe larger debts to the unproductive (if we include among 
the latter all persons not actually in business) than the unproductive 
classes owe to them; especially if the national debt be included. It is 
only thus that a general mse of prices can be a source of benefit to pro- 
ducers and dealers; by diminishing the pressure of their fixed burdens. 
And this might be accounted an advantage, if integrity and good faith 
were of no importance to the world, and to industry and commerce in 
particular. Not many, however, have been found to say that the currency 
ought to be depreciated on the simple ground of its being desirable to 
rob the national creditor and private creditors of a part of what is in their 
bond. The schemes which have tended that way have almost always 
had some appearance of special and circumstantial justification, such as 
the necessity of compensating for a prior injustice committed in the con- 
trary direction. 

_§7. Thus in England, from 1819 to the present time, it has been per- 
tinaciously contended, that a large portion of the national debt, and a 
multitude of private debts still in existence, were contracted between 
1797 and 1819, when the Bank of England was exempted from giving 
cash for its notes ; and that it is grossly unjust to borrowers (that is, in 
the case of the national debt, to all tax-payers) that they should now be 
paying interest on the same nominal sums in a currency of full value, 
which were borrowed in a depreciated one. The depreciation, according 
to the views and objects of the particular wiiter, is represented to have 
averaged thirty, fifty, or even more than fifty per cent.; and the con- 
clusion is, that either we ought to return to this depreciated currency, or 
to stiike off from the national debt, and from private debts of old stand- 
ing (such as mortgages), a percentage corresponding to the estimated 
amount of the depreciation. ‘ 

To this doctrine, the following is the answer usually made. Granting 
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that, by returning to cash payments without lowering the standard, an 
injustice was done to debtors, 1n holding them liable for the same amount 
of a currency enhanced in value, which they had borrowed while it was 
depreciated ; it 1s now too late to make reparation for this injury. The 
debtors and creditors of to-day are not the debtors and creditors of 1819: 
the lapse of years has entircly altered the pecumiary relations of the 
community; and it being impossible now to ascertain the particular 
persons who were either benefited or injured, to attempt to retrace our 
steps would be not redressing a wrong, but superadding a second act of 
widespread injustice to the one already committed. This argument 1s 
certainly conclusive on the practical question; but it places the honest 
conclusion on too narrow and too lowa ground. It concedes that the 
measure of 1819, called Peel’s Bill, by which cash payments were 1esumed 
at the original standard of 37. 17s. 10}d, was really the injustice it 1s said 
to be. This is an admission wholly opposed to the truth. Parhament 
had no alternative : it was absolutely bound to adhere to the acknow- 
ledged standard ; as may be shown on three distinct grounds, two of fact, 
and one of principle. 

The reasons of fact are these __In the first place, it is not true that the 
debts, private or public, incurred during the Bank restriction, were con- 
tracted in a currency of Jower value than that in which the interest 1s now 
paid. It 1s indeed true that the suspension of the obligation to pay in 
specie, did put it in the power of the Bank to depreciate the currency. 
It is true also that the Bank reafly exercised that power, though to a far 
less extent than is often pretended; since the difference between the 
market price of gold and the mint valuation, during the greater part of 
the interval, was very trifling, and when it was greatest, during the last 
five years of the war, did not much excced thirty per cent. To the extent 
of that difference, the currency was depreciated, that 1s, its value was 
below that of the standard to which it professed to adhere. Jbut the state 
of Europe at that time was such—there was so unusual an absorption of 
the precious metals by hoarding, and by the military chests of the vast 
armies which then desolated the Continent, that the value of the standard 
itself was very considerably raised: and the best authorities, among 
whom it is sufficient to name Mr. Tooke, have, after an elaborate inves- 
tigation, satisfied themselves that the difference between paper and 
bullion was not greater than the enhancement in value of gold itself, and 
that the paper, though depreciated relatively to the then value of gold, 
did not sink below the ordinary value, at other times, either of gold or of 
a convertible paper. If this be true (and the evidences of the fact are 
conclusively stated in Mr Tooke’s //zstory of Prices) the foundation of 
the whole case against the fundholder and other creditors on the ground 
of depreciation 1s stthverted. 

But, secondly, even if the currency had really been lowered in value at 
each period of the Bank restriction, in the same degree in which it was 
depreciated in relation to its standard, we must remember that a part 
only of the national debt, or of other permanent engagements, was 
incurred during the Bank restriction. A large part had been contracted 
before 1797 ; a still larger during the early years of the restriction, when 
the difference between paper and gold was yet small. To the holders of 
the former part, an injury was done, by paying the interest for twenty-two 
years in a depreciated currency : those of the second, suffered an injury 
during the years in which the interest was paid in a currency more 
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depicciated than that in which the loans were contracted. To have 
resumed cash payments at a lower standard would have been to per- 
petuate the injury to these two classes of creditors, in order to avoid 
giving an undue benefit to a third class, who had lent their money during 
the few years of greatest depreciation. As it 1s, there was an under- 
payment to one set of persons, and an overpayment to another. The 
late Mr. Mushet took the trouble to mike an arithmetical comparison 
between the two amounts. He ascertained by calculation, that if an 
account had been made out in 1819, of what the fundholders had gained 
and lost by the variation of the paper currency from its standard, they 
would have been tound as a body to have been losers; so that if any 
compensation was due on the ground of depreciation, it would not be 
Jrom the fundholders collectively, but Zo them. 

Thus it is with the facts of the case. But these reasons of fact are not 
the strongest. Theie is a reason of principle, still more powerful. 
Suppose that, not a part of the debt merely, but the whole, had been 
contracted in a depreciated currency, depreciated not only in comparison 
with its standard, but with its own value before and after ; and that we 
are now paying the intcrest of this debt in a currency fifty or even a 
hundred per cent. more valuable than that in which it was contracted. 
What difference would this make in the obligation of paying it, if the 
condition that it should be so paid was part of the original compact? 
Now this is not only truth, but less than the truth. The compact stipulated 
better terms for the fundholder than he kas received. During the whole 
continuance of the Bank restriction, there was a parliamentary pledge, by 
which the legislature was as much bound as any legislature is capable of 
binding itself, that cash payments should be resumed on the original 
footing, at farthest in six months after the conclusion of a general peace. 
This was therefore an actual condition of every loan; and the terms of 
the loans were more favourable 1n consideration of it. Without some 
such stipulation, the government could not have expected to borrow 
unless on the terms on which men lend to the native princes of India. 
If it had been understood and avowed that, after borrowing the money, 
the standard at which it was computed might be permanently lowered, to 
any extent which to the ‘collective wisdom’ of a legislature of borrowers 
might seem fit—who can say what rate of interest would have been a 
sufficient inducement to a person of common sense to risk his savings in 
such an adventure? However much the fundholders had gained by the 
resumption of cash payments, the terms of the contract insured their 
giving ample value for it. They gave value for more than they received ; 
since cash payments were not resumed in six months, but in as many 
years, after the peace. So that waving all our arguments except the last, 
and conceding all the facts asserted on the other side of the question, the 
fundholders, instead of being unduly benefited, are the injured party ; and 
would have a claim to compensation, if such claims were not very properly 
barred by the impossibility of adjudication, and by the salutary general 
maxim of law and policy, ‘ quod interest reipublicc ut sit finis litium,’ 
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CHAPTER XIV. 
OF EXCESS OF SUPPLY. 


§ 1. AVTER the elementary exposition of the theory of money contained 
in the last few chapters, we shall return to a question in the general 
theory of Value, which could not be satisfactonly discussed until the 
nature and operations of Money were in some measure understood, 
because the errors against which we have to contend mainly originate in 
a misunderstanding of those operations. 

We have seen that the value of everything gravitates towards a certain 
medium point (which has been called the Natural Value), namely, that at 
which it exchanges for every other thing in the ratio of their cost of 
production. We have seen, too, that the actual or market value coincides, 
or nearly so, with the natural value, only on an average of years; and 1s 
continually either rising above, or falling below it, from alterations in the 
demand, or casual fluctuations in the supply: but that these variations 
correct themselves, through the tendency of the supply to accommodate 
itself to the demand which exists for the commodity at its natural value, 
A general convergence thus results from the balance of opposite diver- 
gences. Dearth, or scarcity, on the one hand, and over-supply, or, in 
mercantile language, glut, on the other, are incident to all commodities. 
In the first case, the commodity affords to the producers or sellers, while 
the deficiency lasts, an unusuahy high rate of profit: in the second, the 
supply being in excess of that for which a demand exists at such a value 
as will afford the ordinary profit, the sellers must be content with less, 
and must even, in extreme cases, submit to a loss. 

Because this phenomenon of over-supply and consequent inconvenience 
or loss to the producer or dealer, may exist in the case of any one 
commodity whatever, many persons, including some distinguished 
political economists, have thought that it may exist with regard to all 
commodities ; that there may be a general over production of wealth ; a 
supply of commodities in the aggregate, surpassing the demand ; and a 
consequent depressed condition of all classes of producers. Against this 
doctrine, of which Mr. Malthus and Dr. Chalmers in this country, and 
M. de Sismondi on the Continent, were the chicf apostles, I have already 
contended in the First Book ;* but it was not possible, in that stage of 
our inquiry, to enter into a complete examination of an error (as I 
conceive) essentially grounded on a misunderstanding of the phenomena 
of Value and Price. 

The doctrine appears to me to involve so much inconsistency in its very 
conception, that 1 feel considerable difficulty in giving any statement of 
it which shall be at once clear, and satisfactory to its supporters. They 
agree in maintaining that there may be, and sometimes 1s, an excess of 
peat age in general beyond the demand for them; that when this 

appens, purchasers cannot be found at pr.ces which will repay the cost 
of production with a profit; that there ensues a general depression of 
prices or values (they are seldom accurate in discriminating between the 
two), so that producers, the more they produce, find themselves the 
poorer, instead of richer; and Dr. Chalmers accordingly inculcates on 
capitalists the practice of a moral restraint in reference to the pursuit of 


L © Supra, pp. 56-7. 


EXCESS OF SUPPLY. 379 


gain: while Sismondi deprecates machinery, and the various inventions 
which increase productive power. They both maintain that accumulation 
of capital may proceed too fast, not merely for the moral, but for the 
material interests of those who produce and accumulate ; and they enjoin 
the rich to guard against this evil byan ample unproductive consumption. 

§ 2. When these writers speak of the supply of commodities as out- 
running the demand, it 1s not clear which of the two elements of demand 
they have in view—the desire to possess, or the means of purchase ; 
whether their meaning 1s that there are, in such cases, more consumable 
products in existence than the public desires to consuine, or merely more 
than it is able to pay for. In this uncertainty, it is necessary to examine 
both suppositions. ; 

First, let us suppose that the quantity of commodities produced is not 
greater than the community would be glad to consume: 1s :t, in that 
case, possible that there should be a deficiency of demand for all com- 
modities, for want of the means of payment? Those who think so cannot 
have considered what it is which constitutes the means of payment for 
commodities. It is simply, commodities. Each person’s means of pay- 
ing for the productions of other people consists of those which he himself 
possesses. All sellersare inevitably and ex vz ferminz buyers. Could we 
suddenly double the productive powers of the country, we should double 
the supply of commodities in every market, but we should, by the same 
stroke, double the purchasing power. Everybody would bring a double 
demand as well as supply : everybody would be able to buy twice as much, 
because everyone would have twice as much to offer in exchange. It is 
probable, indeed, that there would now be a superfluity of certain things. 
Although the community would willingly double its aggregate consump- 
tion, 1t may already have as much as it desires of some commodities, and 
it may prefer to do more than double its consumption of others, or to 
exercise its increased purchasing power on some new thing. If so, the 
supply will adapt itself accordingly, and the values of things will continue 
to conform to their cost of production. At any rate, it is a sheer absurdity 
that all things should fall in value, and that all producers should, in con- 
Sequence, be insufficiently remunerated. If values remain the same, 
what becomes of prices 1s Immaterial, since the remuneration of producers 
does not depend on how much money, but on how much of consumable 
articles, they obtain for their goods. Besides, money is a commodity ; 
and if all commodities are supposed to be doubled in quantity, we must 
suppose money to be doubled too, and then prices would no more fall 
than values would. 

§ 3. A general over supply, or excess of all commodities above the 
demand, so far as demand consists in means of payment, is thus shown to 
be an impossibility. But it may perhaps be supposed’ that it is not the 
ability to purchase, but the desire to possess, that falls short, and that the 
general produce of industry may be greater than the community desires 
to consume—the part, at least, of the community which has an equivalent 
to give, It is evident enough, that produce makes a market for produce, 
and that there is wealth in the country with which to purchase all the 
wealth in the country ; but those who have the means, may not have the 
wants, and those who have the wants may be without the means. A 
portion, therefore, of the commodities produced, may be unable to find a 
market, from the absence of means in those who have the desire to con- 
sume, and the want of desire in those who have the means. 
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This is much the most plausible form of the doctrine, and does not, 
like that which we first examined, involve a contradution. ‘There may 
easily be a greater quantity of any particular commodity than 1s desired 
by those who have the ability to purchase, and it 1s abstractedly conceiv- 
able that this might be the case with all commodities. ‘Ihe enor 1s m 
not perceiving that although al! who have an equivalent to give, auvht be 
fully provided with every consumable article which they desire, the fact 
that they go on adding to the production proves that this 1: not actually 
the case. Assume the most favourable hypothesis for the purpose, that 
of a limited community, every member of which possesses as much ot 
necessaries and of all known luauries as he desires: and since it 1s not 
conceivable that persons whose wants were completely satisfied would 
labour and economize to obtain what they did not desire. suppose that a 
foreigner arrives, and produces an additional quantity of something of 
which there was already enough. Here, it will be said, 1s over-produc- 
tion: true, I reply ; ovei-production of that particular article: the com- 
munity wanted no more of that, but it wanted something. ‘lhe old 
inhabitants, indeed, wanted nothing; but did not the foreiyner himself 
want something? When he produced the superfluous artxle, was he 
labouring without a motive? He has produced, but the wrong thing 
instead of the nght. He wanted, perhaps, food, and has produced 
watches, with which everybody was sufficiently supphed. The newcomer 
brought with him into the country a demand for commodities, equal to all 
that he could produce by his industry, and it was his business to see that 
the supply he brought should be suitable to that demand. If he could 
not produce somethmg capable of exciting a new want or desire in the 
community, for the satisfaction of which some one would grow more food 
and give it to him in exchange, he had the alternative of growing food for 
himself ; either on fresh land, 1f there was any unoccupied, or as a tenant, 
or partner, or servant, of some former occuprer, willing to be partially 
relieved from labour. He has produced a thing not wanted, instead of 
what was wanted ; and he himself, perhaps, 1s not the kind of producer 
who 1s wanted ; but there 1s no over production ; production is not exces- 
sive, but merely ill assorted. We saw before, that whoever biings 
additional commodities to the maiket, brings an additional power of 
purchase ; we now see that he brings also an additional desire to con- 
sume ; since 1f he had not that desire, he would not have troubled himself 
to produce. Neither of the elements of demand, therefore. can be want- 
ing, when there 1s an additional supply ; though it 1s perfectly possible 
that the demand may be for one thing, and the supply may unfortunately 
cons st of another. 

Driven to his last retreat, an opponent may perhaps allege. that there 
are persons who produce and accumulate from mere habit ; not because 
they have any object in growing richer, or desire to add im any respect 
to their consumption, but from ws inertia. They continue producing 
because the machine is ready mounted, and save and 1e-invest their 
savings because they have nothing on which they care to expend them. 
I grant that this is possible, and in some few instances probably happens ; 
but these do not in the smallest degiee affect our conclusion. For, what 
do these persons do with their savings? ‘They invest them productively ; 
that 1s, expend them in employing labour. In other words, having a pur- 
chasing power -elonging to them, more than they know what to do with, 
they make over the surplus of it for the general benefit of the labouring 
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class. Now, will that class also not know what to do withit? Are we to 
suppose that they too have their wants perfectly satisfied, and go on 
labouring from mere habit? Until this is the case ; until the working 
classcs have also reached the point of saticty—there will be no want of 
demand for the produce of capital, however rapidly it may accumulate : 
since, if there 1s nothing else for it to dos it can always find employment 
in producing the necessaries or luxuries of the labouring class. And when 
they too had no further desire for necessaries or luxuries, they would take 
the benefit of any further inciease of wages by diminishing their work ; 
so that the over-production which then for the first time would be possible 
in 1dea, could not even then take place in fact, for want of labourers. 
Thus, in whatever manner the question is looked at, even though we go 
to the extreme verge of possibility to invcnt a supposition favourable to it, 
the theory of general over-production implies an absurdity. 

§ 4. What then 1s it by which men who have reflected much on 
economical phenomena, and have even contributed to throw new light 
upon them by original speculations, have been led to embrace So irrational 
a doctrine? I conceive them to have been deceived by a mistaken 
interpretation of certain mercantile facts. They imagined that the possi- 
bility of a general oversupply of commodities was pioved by experience. 
They believed that they saw this phenomenon in certain conditions of the 
markets, the true explanation of which 1s totally different. 

I have already described the state of the markets for commodities 
which accompanies what 1s termed a commercial crisis. At such times 
there is really an excess of all commodities above the money demand ; 1n 
other words, there is an under-supply of money. From the sudden 
annihilation of a great mass of credit, every one dislikes to part with 
ready money, and many are anxious to procure it at any sacrifice. 
Almost everybody therefore 1s a seller, and there are scarcely any 
buyers: so that there may really be, though only while the crisis lasts, 
an extreme depression of general prices, from what may be indiscrimin- 
ately called a glut of commodities or a dearth of money. But it 15 a great 
error to suppose, with Sismond), that a commercial crisis 1s the effect of a 
gencral excess of production. It 1s simply the consequence of an excess 
of speculative purchases. It is not a gradual advent of low prices, 
but a sudden recoil from prices extravagantly high : its immediate cause 
is a contraction of ciedit, and the remedy 1s, not a diminution of supply, 
but the restoration of confidence. It 1s also evident that this temporary 
derangement of markets 1s an evil only because it 1s temporary. The fall 
being solely of money prices, if prices did not mse again no dealer would 
lose, since the smaller price would be worth as much to him as the larger 
price was before. In no manner does this phenomenon answer to the 
description which these celebrated economists have given of the evil of 
over-production. ‘That permanent decline in the circumstances of pio- 
ducers, for want of markets, which those writers contemplate, 1s a 
conception to which the nature of a commercial crisis gives no support. 

The other phenomenon from which the notion of a general excess of 
wealth and superfluity of accumulation seems to derive countenance, Is 
one of a more permanent nature, namely, the fall of profits and interest 
which naturally takes place with the progress of population and_produc- 
tion. The cause of this decline of profit is the increased cost of maintaining 
labour, which results from an increase of population and of the demand 
for food, outstripping the advance of agricultural improvement, This 
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important feature in the economical progress of nations will receive full 
consideration and discussion in the succeeding Book.* It is obviously a 
totally different thing from a want of market for commodities, though 
often confounded with it m the complaints of the producing and trading 
classes. Thc true interpretation of the modern or present state of industrial 
economy, is, that there is hardly any amount of business which may not 
be done, 1f people will be contenf to do it on small profits: and this, all 
active and intelligent persons in business perfectly well know: but even 
those who comply with the necessities of their time, grumble at what they 
comply with, and wish that there were less capital, or, as they express it, 
less competition, in order that there might be greater profits. Low profits, 
however, are a different thing from deficiency of demand ; and the produc- 
tion and accumulation which merely reduce profits, cannot be called excess 
of supply or of production. What the phenomenon really 1s, and its 
effects and necessary limits, will be seen when we treat of that express 
subject. 

1 kaoe not of any economical facts, except the two I have specified, 
which can have given occasion to the opimon that a general over-produc- 
tion of commodities ever presented itself in actual experience. I am 
convinced that there 1s no fact in commercial affairs, which, in order to its 
explanation, stands in need of that chimerical supposition. 

The point 1s fundamental ; any difference of opinion on it involves 
iadically different conceptions of Political Economy, especially in its 
practical aspect. On the one view, we have only to consider how a suffi- 
cient production may be combined with the best possible distribution, but 
on the other there is a third thing to be considered—how a market can be 
created for produce, or how production can be limited to the capabilities 
of the market. Besides ; a theory so essentially self-contradictory cannot 
intrude itself without carrying confusion into the very heart of the subject, 
and making it impossible even to conceive with any distinctness many of 
the more complicated economical workings of society. This error has 
been, I conceive, fatal to the systems, as systems, of the three dis- 
tinguished economists to whom I before referred, Malthus, Chalmers, and 
sismondi ; all of whom have admirably conceived and explained several 
of the elementary theorems of political economy, but this fatal miscon- 
ception has spread itself hke a veil between them and the more difficult 
portions of the subject, not suffering one ray of light to penetrate. Still 
more is the same confused idea constantly crossing and bewildering the 
speculations of minds inferior to theirs. It 1s but justice to two eminent 
names, to call attention to the fact, that the merit of having placed this 
most important point in its true light, belongs principally, on the Con- 
tinent, to the judicious J. B. Say, and in this country to Mr. Mill; who, 
(besides the conclnsive exposition which he gave of the subyect in his 
Elements of Political Economy), had set forth the correct doctrine with 
great force and clearness in an early pamphlet, called forth by a tem- 
porary controversy, and entitled, ‘Commerce Defended ; the first of his 
writings which attained any celebrity, and which he prized more as having 
been his first introduction to the friendship of David Ricardo, the most 
valued and most intimate friendship of his life. 


* Infra, book iv. ch, 4 
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CHAPTER XV. 
OF A MEASURE OF VALUE, 


§ 1. THERE has been much discussion among political economists 
respecting a Measure of Value. An importance has been attached to the 
subject, greater than it deserved, and what has been written respecting it 
has contributed not a little to the reproach of logomachy, which 1s 
brought, with much eaaggeration, but not altogether without ground, 
against the speculations of political economists. It is necessary however 
to touch upon the subject, if only to show how little there 1s to be said 
on It. 

A Measure of Value, in the ordinary sense of the word measure, would 
mean, something, by comparison with which we may ascertain what is the 
value of any other thing. When we consider farther, that value itself 1s 
relative, and that two things are necessary to constitute it, independently 
of the third thing which is to measure it; we may define a Measure of 
Value to be something, by comparing with which any two other things, we 
may infer their vaiue in relation to one another. 

In this sense, any commodity will serve as a measure of value at a given 
time and place ; since we can always infer the proportion in which things 
exchange for one another, when we know the proportion in which each 
exchanges for any thud thing. To serve as a convenient measure of 
value is one of the functions of the comynodity selected as a medium of 
exchange. It is in that commodity that the values of all other things are 
habitually estimated. We say that one thing 1s worth 2/, another 3/.; 
and it is then known without express statement, that one 1s worth two- 
thirds of the other, or that the things exchange for one another in the 
proportion of 2 to 3. Money is a complete measure of their value. 

But the desideratum sought by political economists 1s not a measure of 
the value of things at the same time and place, but a measure of the value 
of the same thing at different times and places : something by comparison 
with which it may be knewn whether any given thing is of greater or less 
value now than a century ago, or in this country than n America or 
China. And for this also, money, or any other commodity, will serve 
quite as well as at the same time and place, provided we can obtain the 
same data ; provided we aie ble to compare with the measure not one 
commodity only, but the two or more which are necessary to the idea of 
value. If wheat is now sos. the quarter, and a fat sheep the same, and if 
in the time of Henry the Second wheat was 2o0s., and a sheep Ios, we 
know that a quaiter of wheat was then worth two sheep, and 1s now only 
worth one, and that the value therefore of a sheep, estimated in wheat, 1s 
twice as great as it was then ; quite independently of the value of money 
at the two periods, either in relation to those two articles (in respect to 
both of which we suppose it to have fallen), or to other commodities, in 
respect to which we need not make any supposition. 

What seems to be desired, however, by writers on the subject, is some 
means of ascertaining the value of a commodity by merely comparing it 
with the measure, without referring it specially toany other given commodity. 
They would wish to be able, from the mere fact that wheat 1s now 50s, 
the quarter, and was formerly 20s., to decide whether wheat has vaiied in 
its value, and in what degiee, without selecting a second commodity, such 
as sheep, to compare it with; because they are not dasirous of knowing 
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how much wheat has varied in value relatively to sheep, but how much it 
has varied relatively to things in general. 

The first obstacle arises from the necessary indefiniteness of the idea 
of general exchange value—value in relation not to some one commodity, 
but to commodities at large. Even 1f we knew exactly how much a 
quarter of wheat would have purchased at the earlier period, of every 
marketable article considered separately, and that it will now purchase 
more of some things and less of others, we should often find 1t impos- 
sible to say whether it had risen or fallen in relation to things in general. 
How much more impossible when we only know how it has varied im 
relation to the measure. To enable the money price of a thing at two 
ditier2nt geriods to measure the quantity of things in general which it will 
exchange for, the same sum of money must correspond at both periods 
to the same quantity of things in general, that 1s, money must always have 
the same exchange value, the same general purchasing power. Now, not 
only is this not true of money, or of any other commodity, but we cannot, 
even in mere hypothesis, suppose any state of circumstances in which it 
would be true. 

§ 2. A measure of exchange value, therefore, being impossible, writers 
have formed a notion of something, under the name of a measure of 
value, which would be more properly termed a measure of cost of pro- 
duction. They have imagined a commodity invariably produced by the 
same quantity of labour ; to which supposition it 1s necessary to add, that 
the fixed capital employed in the production must bear always the same 
proportion to the wages of the mmediate labour, and must be always of 
the same durability . in short, the same capital must be advanced for the 
Same length of time, so that the clement of value which consists of profits, 
as well as that which consists of wages, may be unchangeable We 
should then have a commodity always produced under one and the same 
combination of all the circumstances which affect permanent value Such 
a commodity would be by no means constant in its exchange value ; for 
(even without reckoning the fluctuations arising from supply and demand) 
its exchange value would be altered by every change 1n the circumstances 
of production of the things against which it wasexchanged But if there 
existed such a commodity, we should derive this advantage from it, that 
whenever any other thing varied in relation to it, we should know that the 
cause of variation was not in it, but in the other thing. It would thus be 
fitted to serve as a measure, not indeed of the value of other things, but 
of their cost of production. Ifa commodity acquired a greater permanent 
purchasing power tn relation to the invariable commodity, its cost of pro- 
duction must have become greater ; and in the contiary case, less. This 
measure of cost, is what political economists have generally meant by a 
measure of value. . 

But a measure of cost, though perfectly conceivable, can no more exist 
in fact, than a measure of exchange value. There 1s no commodity which 
is invariable in its cost of production. Gold comes nearest to the idea; 
but gold is lable to vary in cost of production, from the exhaustion of 
old mines, the discovery of new, and improvements in the mode of 
working, If we attempt to asceitain the changes in the cost of 
production of any commodity from the changes in its money price, the 
conclusion will require to be corrected by the best allowance we can 
oer for the intermediate changes in the cost of the production of money 
itse 
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Adam Smith fancied that there were two commodities peculiarly fitted 
to serve as a measure of value: corn, and labour. Of corn, he said that 
although its value fluctuates much from year to year, it does not vary 
greatly from century to century. This we now know tobe an error : corn 
tends to rise in cost of production with every increase of population, and 
to fall with every improvement 1n agriculture, either in the country itself, 
or in any foreign country from which it Graws a portion of its supplies. 
The supposed constancy of the cost of the production of corn depends on 
the maintenance of a complete equipoise between these antagoniing 
forces, an equipoise which, 1f ever realized, can only beaccidental. With 
respect to labour as a measure of value, the language of Adam Smith is 
not uniform. He sometimes speaks of it as a good measure only for short 
periods, saying that the value of labour (or wages) does not vary much 
from year to year, though it does from generation to generation. On 
Other occasions he speaks as if labour were intrinsically the most proper 
measure of value, on the ground that one day’s ordinary muscular exertion 
of one man, may be looked upon as always, to him, the same amount of 
effort or saciifice. But this proposition, whether in itself admissible or 
not, discards the idea of exchange value altogether, substituting a totally 
different idea, more analogous to value in use. If a day’s labour will 

urchase in Ameiica twice as much of ordinary consumable articles as in 

ngland, it seems a vain subtlety to insist on saying that labour 1s of the 
same value in both countries, and that it 1s the value of the other things 
which 1s different. Labour, in this case, may be eoirectly said to be twice 
as valuable, both in the market and to the labourer himsclf, in America as 
in England. 

If the object were to obtain an approximate measure by which to 
estimate value in use, perhaps nothing better could be chosen than one 
day’s subsistence of an average man, reckoned in the ordinary food 
consumed by the class of unskilled laboureis. If in America a pound of 
maize flour will support a labouring man for a day, a thing might be 
deemed mote or less valuable in proportion to the number of pounds of 
maize flour it exchanged for. If one thing, either by itself or by what 1 
would purchase, could maintain a labouring man for a day, and another 
could maintain him for a week, there would be some reason in saying that 
the one was worth, for ordinary human uses, seven times as much as the 
other. But this would not measure the worth of the thing to its possessor 
for his own purposes, which might be greater to any amount, though it 
could not be Icss, than the worth of the food which the thing would 
purchase. 

The idea of a Measure of Value must not be confounded with the idea 
of the rerulator, or determining piimciple, of value. When it is sad by 
Ricardo and otheis, that the value of a thing 1s regulated by quantity of 
labour, they do not mean the quantity of labour for which the thing will 
exchange, but the quantity required for producing it. ‘This, they mean to 
affirm, determines its value ; causes tt to be of the value it 1s, and of no 
other. But when Adam Smith and Malthus say that labour 1s a measure 
of value, they do not mean the labour by which the thing was or can be 
made, but the quantity of labour which it will exchange for, or purchase ; 
in other words, the value of the thing, estimated in labour. And they do 
not mean that this regu/ates the gencral exchange value of the thing, 
or has any effect in determining what that value shall be, but only 
ascertains what it is, and whether and how much it vanes from time to 
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time and from place to place. To confound these two ideas, would be 
much the same thing as to overlook the distinction between the ther- 
mometer and the fire. 


CHAPTER XVI. 
OF SOME PECULIAR CASES OF VALUE. 


§ 1, THE general laws of value, in all the more important cases of the 
interchange of commodities in the same country, have now been investt- 
gated. We examined, first, the case of monopoly, in which the value is 
determined by either a natural or an artificial limitation of quantity, that 
is, by demand and supply: secondly, the case of free competition, when 
the article can be produced in indefinite quantity at the same cost; in 
which case the permanent value 1s determined by the cost of production, 
and only the fluctuations by supply and demand: thirdly, a mixed case, 
that of the articles which can be produced in indefinite quantity, but not 
at the same cost ; 1n which case the permanent value is determined by the 
greatest cost which it is necessary to incur in order to obtain the required 
supply. And lastly, we have found that money itself 1s a commodity of the 
third class ; that its value, in a state of freedom, is governed by the same 
laws as the values of other commodities of its class; and that prices, 
therefore, follow the same laws as values. 

From this it appears that demand and supply govern the fluctuations of 
values and prices in all cases, and the permanent values and prices of all 
things of which the supply 1s determined by any agency other than that 
of fice competition : but that, under the regime of competition, things are, 
on the average, exchanged for each other at such values, and sold at such 
prices, as afford equal expectation of advantage to all classes of producers ; 
which can only be when things exchange for one another in the ratio of 
their cost of production. 

It is now, however, necessary to take notice of certain cases, to 
which, from their peculiar nature, this law of exchange value is 
inapphcable. 

It sometimes happens that two different commodities have what may 
be termed a joint cost of production. They are both products of the 
same operation, or set of operations, and the outlay is incurred for the 
sake of both together, not part for one and part for the other. The same 
outlay would have to be incurred for either of the two, if the other were 
not wanted or used at all. There are not a few instances of commodities 
thus associated in their production. For example, coke and coal-gas 
are both produced from the same material, and by the same operation. 
In a more partial sense, mutton and wool are an erample: beef, hides, 
and tallow : calves and dairy produce: chickens an” eggs. Cost of pro- 
duction can have nothing to do with deciding the va..e of the associated 
commodities relatively to each other. It only decides their joint value. 
The gas and the coke together have to repay the expenses of their pro- 
duction, with the ordinary profit. To do this, a given quantity of gas, 
together with the coke which is the residuum of its manufacture, must 
exchange for other things in the ratio of their joint cost of production. 
But how much of the remuneration of the producer shall be derived from 
the coke, and how much from the gas, remains to be decided. Cost of 
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production does not determine their prices, but the sum of the prices. 
a principle 1s wanting to apportion the expenses of production between 
the two, 

Since cost of production here fails us, we must revert to a law of value 
antelior to cost of production, and more fundamental, the law of demand 
and supply. The law is, that the demagd for a commodity varies with its 
value, and that the value adjusts itself so that the demand shall be equal 
to the supply. This supplies the principle of repartition which we are in 
quest of. 

Suppose that a certain quantity of gas is produced and sold at a certain 
price, and that the residuum of coke 1s offeied at a ptice which, together 
with that of the gas, repays the expenses with the ordinary rate of profit. 
Suppose, too, that at the price put upon the gas and coke 1espectively, 
the whole of the gas finds an easy market, without either surplus or de- 
ficiency, but that purchasers cannot be found for all the coke correspond- 
ing to it. The coke will be offered at a lower price in order to forcea 
market. But this lower price, together with the price of the gas, will not 
be remunerating ; the manufacture, as a whole, will not pay its expenses 
with the ordinary profit, and will not, on these terms, continue to be 
carried on. The gas, therefore, must be sold at a higher price, to make 
up for the deficiency on the coke. The demand conscquently contracting, 
the production will be somewhat reduced; and prices will become 
stationary when, by the joint effect of the rise of gas and the fall of coke, 
so much less of the first is sold, and so*’much more of the second, that 
there 1s now a market for all the coke which results from the existing 
extent of the gas manufacture. 

Or suppose the reverse case ; that more coke is wanted at the present 
prices, than can be supplied by the operations required by the existing 
demand for gas, Coke, being now in deficiency, will rise in price. ‘The 
whole operation will yield more than the usual rate of profit, and ad- 
ditional capital will be attracted to the manufacture. The unsatisfied 
demand for coke will be supplied ; but this cannot be done without 1n- 
creasing the supply of gas too; and as the existing demand was fully 
supplied already, an increased quantity can only find a market by lower- 
ing the price. The result will be that the two together will yield the 
return required by their joint cost of production, but that move of thus 
return than before will be furnished by the coke, and less by the gas 
Equilibiium will be attained when the demand for each article fits so well 
with the demand for the other, that the quantity required of each 1s 
exactly as much as is generated in producing the quantity required of the 
other. If there is any surplus or deficiency on either side ; if there 1s a 
demand for coke, and not a demand for all the gas produced along with 
it, or vice versa ; the values and prices of the two tifings will so readjust 
themselves that both shall find a market. 

When, therefore, two or more commodities have a joint cost of produc- 
tion, their natural values relatively to each other are those which will 
create a demand for each, in the ratio of the quantities in which they are 
sent forth by the productive process. This theorem 1s not in itself of any 
great importance : but the illustration it affords of the law of demand, 
and of the mode in which, when cost of production fails to be applicable, 
that other principle steps in to supply the vacancy, is worthy of particular 
attention, as we shall find in the next chapter but one that something very 
similar takes place in cases of much greater moment. 
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§ 2. Another case of value which meiits attention, is that of the 
different kinds of agiicultural produce. This 1s rather a more complex 
question than the last, and requires that attention should be paid to a 
gieater number of influencing circumstances. 

The case would present nothing peculiar, if different agricultural 
products were either grown indiscriminately and with equal advantage on 
the same soils, or wholly on ditf€rent soils. The difficulty arises from two 
things’ first, that most soils are fitter fo. one kind of produce than 
another, without being absolutely unfit for any ; and secondly, the 10ta- 
tion of ciops 

For simplicity, we will confine our supposition to two kinds of agricul- 
tural produce, for instance, wheat and oats If all soils were equally 
adapted for wheat and for oats, both would be grown indiscriminately 
on all soils, and their ielative cost of production, being the same every- 
wheie, would govern their relative value. If the same labour which giows 
three quarters of wheat on any given soil, would always giow on that soil 
five quarteis of oats, the thiee and the five quarters would be of the 
eame value. If, again, wheat and oats could not be grown on the same 
soil at all, the value of each would be determined by its peculiar cost of ° 
production on the Ieast favourable of the soils adapted for it which the 
existing demand required a recourse to. The fact, however, 1s that both 
wheat and oats can be grown on almost any soil which 1s capable of pro- 
ducing either * but some soils, such as the stiff clays, are better adapted 
for wheat, while others (the hight sandy soils) are mote suitable for oats. 
There may be some soils which will yield to the same quantity of labour 
only four quarters of oats to three of wheat; others pe:haps Jess than 
three of wheat to five quarters of oats Among these civeisities, what 
determines the 1clative value of the two things ? 

It is evident that each grain will be cultivated in preference, on the soils 
which are better adapted for it than for the other ; and if the demand 1s 
supplied from these alone, the values of the two grains will have no refei- 
ence to one another. But when the demand for both 1s such as to reqmre 
that each should be grown not only on the soils peculiarly fitted for it, but 
on the medium soils which, without bemg specifically adapted to either, 
are about equally suited for both, the cost of production on those incdium 
soils will determine the relative value of the two grains; while the rent 
of the soils specifically adapted to each, will be 1egulated by their pro- 
ductive power, considered with reference to that one alone to which they 
are peculiarly applicable. Thus far the question presents no difficulty, to 
anyone to whom the general principles of value are familar. 

It may happen, however, that the demand for one of the two, as, for 
example wheat, may so outstrip the demand for the other, as not only to 
occupy the soils specially suited for wheat, but to engioss entirely those 
equally suitable to both, and even encroach upon those which are better 
adapted to oats. To cicate an inducement for this unequal apportion- 
ment of the cultivation, wheat must be relatively dearer, and oats cheaper, 
than according to the cost of their production on the medium land. 
‘Their relative value must be in proportion to the cost on that quality of 
land, whatever it may be, on which the comparative demand for the two 
grains requires that both of them should be grown. If, from the state of 
the demand, the two cultivations meet on land more favourable to one 
than to the other, that one will be cheaper and the other dearer, in rela- 
tion to each other and to things in general, than if the proportional 
demand were as we first supposed. 
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Here, then, we obtain a fresh illustration, in a somewhat different 
manner, of the operation of demand, not as an occasional disturber of 
value, Lut as a permanent regulator of it, conjoined with, or supplementary 
to, cost of prcduction. 

The case of 1otation of crops does not require separate analysis, being 
a case of joint cost of production, like that of gas and coke. If it were 
the practice to grow white and grecn crops on all land in alternate yeais, 
the one being necessary as much for the sake of the other as for 1ts own 
sake ; the farmer would derive his remuneration for two years’ expenses 
from one white and one giecn ciop, and the prices of the two would so 
adjust themselves as to create a demand which would carry off an equal 
number of white and of green ciops. 

There would be little difficulty in finding other anomalous cases of 
value, which it might be a uscful exercise to 1esolve but it is neither 
desirable nor possible, in a woik Ike the present, to enter more into 
details than 1s necessary for the elucidation of principles I now there- 
fore proceed to the only part of the geneial theory of exchange which has 
not yet been touched upon, that of International Exchanges, or, to speak 
more generally, exchanges between distant places. 


CHAPTER XVII. 
OF INTERNATIONAL TRADE, 


§ 1, THE causes which occasion a commodity to be brought from a 
distance, instead of being produced, as convenience would seem to 
dictate, as near as possible to the market wheie it 1s to be sold for con- 
sumption, are usually conceived in a iather superficial manner. Some 
things it 1s physically impossible to produce, except in particular circum- 
stances of heat, soil, water, or atmosphere But there are many thing's 
which, though they could be produced at home without difficulty, and in 
any quantity, are yet imported from a distance. The explanation which 
would be popularly given of this would be, that it 1s cheaper to import 
than to produce them ; and this 1s the tiue reason. But this reason itself 
requires that a 1cason be given for it. Of two things produced in the 
same place, if one 1s cheaper than the other, the reason 1s that it can be 
produced with less labour and capital, or, in a word, at less cost. Is this 
also the reason as between things produced in different places? Ate 
things never imported but from places where they can be produced with 
less Jabou: (or less of the other clement of cost, trme) than in the place 
to which they are brought? J)oes the law, that permanent value 1s pro- 
portioned to cost of production, hoki good between commodities pio- 
tee an distant placcs, as 1t does between those produced in adjacent 
places: 

We shall find that it docs not. A thing may sometimes be sold 
cheapest, by being produced in some other place than that at which it 
can be produced with the smallest amount of labour and abstinence. 
England might import corn from Poland, and pay for it in cloth, even 
though she had a decided advantage over Poland in the production of 
both the one and the other. England might send cottons to Portugal in 
exchange for wine, although Portugal might be able to produce cottons 
with a less amount of labour and capital than England ¢ould. 
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This could not happen between adjacent places. If the north bank of 
the Thames possessed an advantage over the south Lank in the production 
of shoes, no shoes would be produced on the south side; the shoemakers 
would remove themselves and their capitals to the north bank, or would 
have established themselves there o1iginally ; for, being competitors in 
the same market with those on the north side, they could not compensate 
themselves for their disadvantage at the expense of the consumer ; the 
amount of it would fall entirely on their profits ; and they would not long 
content themselves with a smaller profit, when, by simply crossing a river, 
they could increase it. But between distant places, and especially between 
different countries, profits may continue different ; because persons do not 
usually remove themselves or their capitals to a distant place, without a 
very strong motive. If capital moved to remote parts of the world as 
readily, and for as smal] an inducement, as It moves to another quarter 
of the same town; if people would transport their manufactories to 
America or China whenever they could save a small percentage in their 
expenses by it; profits would be alike all over the world, and all things 
would be produced 1n the places where the same labour and capital would 
produce them in greatest quantity and of best quality. A tendency may, 
even now, be obseived towards such a state of things ; capital 1s becoming 
more and more cosmopolitan; there 1s so much yreater similarity of 
manners and institutions than formerly, and so much less alienation of 
feeling, among the more civilized countries, that both population and 
capital now move from ‘one of ‘those countries to another on much less 
temptation than heretofore. Lut there are still extraordinary differences, 
both of wages and of profits, petween different parts of the world. It 
necds but a small motive to transplant capital, or even persons, from 
Warwickshire to Yorkshire ; but a much greater to make them remove 
to India, the colomes, or Ireland. To France, Geimany, or Switzerland, 
capital moves perhaps almost as readily as to the colonies ; the differ- 
ences of language and government being scarcely so great a hindrance 
as climate and distance. To countries still barbarous, or, like Russia or 
Turkey, only beginning to be civilized, capital will not migrate, unless 
under the inducement of a very great extra profit 

Between all distant places therefore in some degree, but especially 
between different counties (whether under the same supreme government 
or not), there may exist great inequalitics in the return to labour and 
capital, without causing them to move from one place tothe other in such 
quantity as to level those inequalities. The capital belonging to a country 
will, to a great extent, remain in the country, even if there be no mode of 
employing it in which it would not be more productive elsewhere. Yet 
even a country thus circumstanced might, and probably would, carry on 
trade with other countries. It would export articles of some sort, even to 
places which could make them with less labour than itself ; because those 
countries, supposing them to have an advantage over it in all productions, 
would have a greater advantage in some things than in others, and would 
find it their interest to import the articles in which their advantage was 
smallest, that they might employ more of their labour and capital on 
those in which it was greatest. 

§ 2. As I have said elsewhere* after Ricardo (the first who made any 
gieat step towards clearing up this subject) ‘it is not a difference in the 
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adsolute cost of production which determines the interchange, but a 
difference in the comparative cost. It may be to ouradvantage to procure 
iron from Sweden in exchange for cottons, even although the mines of 
England as well as her manufactories should be more productive than 
those of Sweden ; for if we have an advantage of one-half in cottons, and 
only an advantage of a quarter in iron, and could sell our cottons to 
Sweden at the price which Sweden musé pay for them if she produced 
them herself, we should obtain our iron with an advantage of one-half, as 
well as our cottons. We may often, by trading with foreigners, obtain 
their commodities at a smaller expense of labour and capital than they 
cost to the foreigners themselves. The bargain is still advantageous to 
the foreigner, because the commodity which he receives in change, though 
it has cost us less, would have cost him more.’ 

To illustrate the cases in which interchange of commodities will not, 
and those in which it will, take place between two countries, Mr. Mill, in 
his Elements of Political Economy,* makes the supposition, that Poland 
has an advantage over England in the production both of cloth and of 
corn. He first supposes the advantage to be of equal amount in both 
commodities ; the cloth and the corn, each of which required Ico days’ 
labour in Poland, requiring each 150 days’ labour in England. ‘It would 
follow, that the cloth of 150 days’ labour in England, 1f sent to Poland, 
would be equal to the cloth of 100 days’ labour in Poland ; if exchanged 
for corn, therefore, it would exchange for the corn of only 100 days’ labour. 
But the corn of 100 days’ labour in Poland, was supposed to be the same 
quantity with that of 150 days’ labour in England: With 150 days’ labour 
in cloth, therefore, England would only get as much corn in Poland as 
she could raise with 150 days’ labour at home; and she would, in 1m- 
porting it, have the cost of carriage besides. In these circumstances no 
exchange would take place.’ In this case the comparative costs of the 
two articles in England and in Poland were supposed to be the same, 
though the absolute costs were different ; on which supposition we sce 
that there would be no labour saved to either country by confining its 
industry to one of the two productions, and importing the other. 

It 1s otherwise when the comparative, and not merely the absolute 
costs of the two articles are different in the two countries. ‘If, continues 
the same author, ‘while the cloth produced with 100 days’ labour in 
Poland was produced with 150 days’ labour in England, the corn which 
was produced in Poland with 100 days’ labour could not be produced in 
England with less than 200odays’ labour; an adequate motive to exchange 
would immediately arise. With a quantity of cloth which England 
produced with 150 days’ labour, she would be able to purchase as much 
corn in Poland as was there produced with 100 days’ labeur; but the 
quantity which was there produced with 100 days’ labour, would be as 
great as the quantity produced in England with 200°days’ labour.’ By 
Importing corn, therefore, from Poland, and paying for it with cloth, 
England would obtain for 150 days’ labour what would otherwise cost her 
200 ; being a saving of 50 days’ labour on each repetition of the trans- 
action: and not merely a saving to England, but a saving absolutely ; 
for it is not obtained at the expense of Poland, who, with corn that costs 
her too days’ labour, has purchased cloth which, if produced at home, 
would have cost her the same. Poland, therefore, on this supposition, 
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loses nothing ; but also she derives no advantage from the trade, the 
imported cloth costing her as much as if 1t were made at home. To 
enible Poland to gain anything by the interchange, something must be 
abated from the gain of England: the corn produced in Poland by 100 
days’ labour, must be able to purchase from England more cloth than 
Poland could produce by that amount of labour ; more therefore than 
England could produce by 150 days’ labour, England thus obtaining the 
corn which would have cost her 200 days at a cost excecding 150, though 
short of 200. England therefore no longer gains the whole of the labour 
which 1s saved to the two jointly by trading with one another. 

§ 3. From this exposition we perceive in what consists the benefit ot 
international exchange, or in other words, foreign commerce. Sctting 
aside its enabling countries to obtain commodities which they could not 
themselves produce at all, its advantage consists in a more efficient 
employment of the productive forces of the world. If two countries 
which trade together attempted, as far as was physically possible, to 
produce for themselves what they now import from one another, the 
labour and capital of the two countries would not be so productive, the 
two together would not obtain from their industry so great a quantity of 
commodities, as when each employs itself in producing, both for itself and 
for the other, the things in which its labour 1s relatively most efficient. 
The addition thus made to the produce of the two combined, constitutes 
the advantage of the trade. It 1s possible that one of the two countries 
may be altogether inferior to the other in productive capacities, and that 
its labour and capital could be employed to greatest advantage by being 
removed bodily to the other The labour and capital which have been 
sunk in rendering Holland habitable, would have produced a much 
greater return iftransported to America or Ireland. The produce of the 
whole world would be greater than it 1s, 1f everything weie produced 
where there 1s the greatest absolute facility for its production. But 
nations do not, at least in modern times, emigrate en masse; and while 
the labour and capital of a country remain in the country, they are most 
beneficially employed in producing for foreign markets, as well as for its 
own, the things in which it hes under the least disadvantage, 1f there be 
none 1n which it possesses an advantage. 

§ 4. Before proceeding further, Ict us contrast this view of the benefits 
of international commerce with other theories which have prevailed, and 
which to a certain extent still prevail, on the same subyect. 

According to the doctrine now stated, the only direct advantage of 
foreign commerce consists in the imports. A country obtains things 
which it either could not have produced at all, or which it must have 
produced at a greater expense of capital and labour than the cost of the 
things which it exports to pay for them. It thus obtains a more ample 
supply of the commodities it wants, for the same labour and capital ; or 
the same supply, for less labour and capital, leaving the surplus disposable 
to produce other things. The vulgar theory disregards this benefit, and 
deems the advantage of commerce to reside in the exports: as if not 
what a country obtains, but what it parts with, by its foreign trade, was 
supposed to constitute the gain to it. An extended market for its 
produce—an abundant consumption for its goods—a vent for its surplus 
—are the phrases by which it has been customary to designate the uses 
and recommendations of commerce with foreign countnes. ‘This notion 
is intelligible, when we consider that the authors and leaders of opinion 
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on mercantile questions have always hitherto been the selling class. Itis 
in truth a surviving relic of the Mercantile Theory, according to which, 
money being the only wealth, selling, or in other words, exchanging 
goods for money, was (to countries without mines of their own) the only 
way of growing nch—and importation of goods, that 1s to say, parting 
with money, was so much subtracted from the benefit. 
The notion that moncy alone 1s wealth, has been long defunct, but it 
has left many of its progeny behind it ; and even its destroyer, Adam 
Smith, retained some opinions which it 1s impossible to trace to any other 
origin Adam Smith’s theory of the benefit of foreign trade, was that it 
afforded an outlet for the surplus produce of a country, and enabled a 
pvrtion of the capital of the country to 1eplace itself with a profit. These 
expressions suggest ideas inconsistent with a clear conception of the 
phenomena. ‘The expression, ‘suiplus produce, scems to imply that a 
country 1s under some kind of necessity of producing the corn or cloth 
which it exports ; so that the portion which it does not itself consume, if 
not wanted and consumed elsewhere, would either be produced in sheer 
waste, or if it were not produced, the coricsponding portion of capital 
would remain idle, and the mass of pioductions in the country would be 
diminished by so much. Enther of these suppositions would be entuely 
erroneous, ‘The country produces an exportable article in excess of its 
own wants, from no inherent necessity, but as the cheapest mode of 
supplying itself with other things. If prevented from exporting this 
surplus, 1t would cease to produce it, and would no longer umport any- 
thing, being unable to give an equivalent ; but the labour and capital 
which had been employed in producing with a view to exportation, would 
find immediate employment in producing those desirable objects which 
were previously brought from abroad ; or, if some of them could not be 
produced, in producing substitutes for them. These articles would of 
course be produced at a greater cost than that of the things with which 
they had previously been purchased from foreign countries. But the 
value and price of the articles would rise in propoition ; and the capital 
would just as much be replaced, with the ordinary profit, from the returns, 
as it was when employed in producing for the foreign market. The only 
oseis (after the temporary inconvenience of the change) would be the 
consumers of the heretofore imported articles; who would be obliged 
either to do without them, consuming in heu of them something which 
they did not like so well, or to pay a Ingher price for them than before 
‘There 1s much misconception im the common notion of what commerce 
docs fora country. When commerce is spoken of as a source of national 
wealth, the imagination fixes itself upon the large fortunes acquied by 
meichants, rather than upon the saving of price to consumers. But the 
gains of merchants, when they enjoy no exclusive plivulege, are no greater 
than the profits obtained by the employment of capital m the country 
itself. If it be said that the capital now employed in foreign trade could 
not find employment in supplying the home market, I miyht reply, that 
this 1s the fallacy of gencral over-production, discussed in a former 
chapter: but the thing 1s in this paiticular case too evident to require 
an appeal to any general theory. We not only sce that the capital of the 
merchant would find employment, but we see what employment. There 
would be employment created, equal to that which would be taken away. 
Exportation ceasing, importation to an equal value would cease also, and 
all that part of the income of the country which had*been expended in 
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imported commodities, would be ready to expend itself on the same things. 
produced at home, or on others instead of them. Commerce is virtually 
a mode of cheapening production ; and in all such cases the consumer 1s 
the person ultimately benefited ; the dealer, in the end, is sure to get his 
profit, whether the buyer obtains much or little for his money. This is 
said without prejudice to the effect (already touched upon, and to be 
hereafter fully discussed) which the cheapening of commodities may 
have in raising profits; in the case when the commodity cheapened, 
being one of those consumed by labourers, enters into the cost of labour, 
by which the rate of profits 1s determined. 

§ 5. Such, then, is the direct economical advantage of foreign trade. 
But there are, besides, indirect effects, which must be counted as benefits 
of a high order. One is, the tendency of every extension of the market 
to improve the processes of production. A country which produces for a 
larger market than its own, can introduce a more extended division of 
labour, can make greater use of machinery, and is more hkely to make 
inventions and improvements in the processes of production. Whatever 
causes a greater quantity of anything to be produced in the same place, 
tends to the general increase of the productive powers of the world.* 
There is another consideration, principally applicable to an early stage of 
industrial advancement. A people may be in a quiescent, indolent, un- 
cultivated state, with few wants and wishes, all their tastes being either 
fully satisfied or entirely undeveloped, and they may fail to put forth the 
whole of their productive enctgies for want of any sufficient object of 
desire. The opening of a foreign trade, by making them acquainted with 
new objccts, or tempting them by the easier acquisition of things which 
they had not previously thought attainable, sometimes works a complete 
industrial revolution in a country whose resources were previously unde- 
veloped for want of energy and ambition in the people ; inducing those 
who were satisfied with scanty comforts and httle work, to work harder 
for the gratification of their new tastes, and even to save, and accumulate 
capital, for the still more complete satisfaction of those tastes at a future 
time. 

But the economical advantages of commerce are surpassed in import- 
ance by those of its effects which aie mtellectual and moral. It is haidly 
possible to overrate the value, for the improvement of human beings, of 
things which bring them into contact with persons dissimilar to them- 
selves, and with modes of thought and action unlike those with which 
they are familiar. Commerce is now, what war once was, the principal 
source of this contact. Commercial adventurers from more advanced 
countries have generally been the first civilizers of barbanans. And 
commerce is the purpose of the far greater part of the communication 
which takes place® between civilized nations, Such communication has 
always been, and is peculiarly in the present age, one of the primary 
sources of progress. To a being like man, who, (as hitherto educated,) 
can scarcely cultivate even a good quality without running it into a fault, 
it 18 indispensable to be peipetually comparing his own notions and 
customs with the experience and example of persons in different circum- 
stances from himself: and there is no nation which does not need to 
borrow from others, not merely particular arts or practices, but essential 
points of character in which its own type is inferior. Finally, commerce 


* Vide supra, book i. chap. ix. § 1. 
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first taught nations to see with good will the wealth and prosperity of one 
another. Before, the patriot wished all countries weak, poor, and ill- 
governed, but his own: he now sees in their wealth and progress a direct 
source of wealth and progress to his own country. It was in vain to 
inculcate feelings of brotherhood among mankind by moral influences 
alone, unless a sense of community of inteiest could also be established : 
and that sense we owe to commerce. If 1s commerce which is rapidly 
rendering war obsolete, by strengthening and multiplying the personal 
interests which are in natural opposition to it. And since war is now 
almost the only event, not hnghly improbable, which could throw back for 
any length of time the progress of human improvement, it may be said 
without exaggeration that the great extent and rapid increase of inter- 
national trade, in being the principal guarantee of the peace of the 
woild, 1s the great permanent secunty for the uninteirupted progress 
of the ideas, the institutions, and the character of the human race, 


CHAPTER XVIII. 
OF INTERNATIONAL VALUES. 


§ 1. THE values of commodities produced at the same place, or in 
places sufficiently adjacent for capital toemove freely between thern—let 
us say, for simplicity, of commodities produced in the same country— 
depend (temporary fluctuations apart) upon their cost of production. But 
the value of a commodity brought from a distant place, especially from a 
foreign country, does not depend on its cost of production in the place 
from whence it comes. On what, then, does it depend? The value of a 
thing in any place, depends on the cost of its acquisition in that place ; 
which, in the case of an imported article, means the cost of production of 
the thing which is exported to pay for it. 

Since all trade is in reality barter, moncy being a mere instrument for 
exchanging things against one another, we will, for simplicity, begin by 
supposing the international trade to be in form, what it always 1s in 
reality, an actual trucking of one commodity against another. As far as 
we have hitherto proceeded, we have found all the laws of interchange to 
be essentially the same, whether money 1s used or not; money never 
governing, but always obeying, those general laws. 

If, then England imports wine from Spain, giving for every pipe of 
wine a bale of cloth, the exchange-value of a pipe of wine in England 
will not depend upon what the production of the wine may have cost in 
Portugal, but upon what the production of the cloth has cost in England. 
Though the wine may have cost in Portugal the equivalent of only ten 
days’ labour, yet, if the cloth cost in England twenty days’ labour, the wine, 
when brought to England, will exchange for the produce of twenty days’ 
English labour Z/us the cost of carriage, including the usual profit on the 
importer’s capital during the time it 1s locked up and withheld from other 
employment. 

‘Lhe value, then, in any country, of a foreign commodity, depends on 
the quantity of home produce which must be civen to the foreign country 
in exchange for it. In other words, the values of foreign commodities 
depend on the terms of international exchange. WhS&t, then, do these 
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depend upon? What is it, which, in the case supposed, causes a pipe of 
wine from Spain to be exchanged with England for exactly that quantity 
of cloth? We have seen that it 1s not their cost of production. If the 
cloth and the wine were both made in Spain, they would exchange at 
their cost of production in Spain; if they were both made in England, 
they would exchange at their cost of production in England: but all the 
cloth beg made in England, and all the wine in Spain, they are in 
circumstances to which we have already determined that the law of cost 
of production 1s not applicable. We must accordingly, as we have done 
before in a similar embarrassment, fall back upon an antecedent law, 
that of supply and demand : and in this we shall again find the solution 
of our difficulty. 

I have entered into this question very fully in a separate Essay, already 
once referred to; and a 1epetition of part of the exposition then given, 
will answer our purpose better than an alteration merely made for alte1a- 
tion’s sake. I must give notice that we are now in the region of the most 
complicated questions which political economy affords ; that the subject 
is one which cannot possibly be made elementary; and that a more 
continuous effort of attention than has yet been required, will be neces- 
sary to follow the series of deductions. The thread, however, which we 
are about to take in hand, 1s 1n itself very simple and manageable ; the 
only difficulty 1s in following it through the windings and entanglements 
of complex international transactions, 

§ 2 ‘When the trade is established between the two counties, the 
two commodities will exchange for each other at the same rate of inter- 
change in both countines—bating the cost of cairniage, of which, for the 
present, it will be more convenient to omit the conside:ation Supposing, 
therefore, for the sake of argument, that the carnage of the commodities 
from one country to the other could be effected without labour and 
Without cost, no sooner would the trade be opened than the value of the 
two commodities, estimated in each other, would come to a level in both 
countries 

‘Suppose that 10 yards of broadcloth cost in england as much labour 
as 15 yaids of linen, and in Germany as much as 20’ In common with 
most of my predecessors, I find it advisable, in these intricate investiga- 
tions, to give distinctness and fixity to the conception by numerical 
exainples. These caamples must sometimes, as in the present case, be 
purely supposititious. I should have greatly preferred real ones ; but all 
that 1s essential 1s, that the numbers should be such as admit of being 
easily followed through the subsequent combinations into which they 
enter 

This supposition then being made, it would be the interest of England 
to import linen frem Germany, and of Germany to import cloth from 
England. ‘When each country produced both commodities for itself, 
10 yards of cloth exchanged for 15 yards of linen in England, and for 20 
in Germany. They will now exchange for the same number of yards of 
linen in both. For what number? If for 15 yards, England will be just 
as she was, and Germany will gain all. If for 20 yards, Germany will be 
as before, and England will derive the whole of the benefit. If for any 
number intermediate between 15 and 20, the advantage will be shaied 
between the two countries. If, for example, 10 yards of cloth exchange 
for 18 of linen, England will gain an advantage of 3 yards on every 15, 
Germany will save 2 out of every 20. The problem is, what are the 
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causes which determine the proportion in which the cloth of England 
and the linen of Germany will exchange for each other ? 

‘As exchange value, in this case as in every other, is proverbially 
fluctuating, it does not matter what we suppose it to be when we begin : 
we shell soon see whether theie be any fixed point about which it oscil- 
lates, which it has a tendency always to approach to, and to remain at. 
Let us suppose, then, that by the effects of what Adam Smith calls the 
lugeling of the market, 10 yards of cloth, in both countries, exchange for 
17 yards of linen. 

‘The demand for a commodity, that is, the quantity of it which can 
find a purchaser, varies, as we have before remaiked, accoiding to the 
piice. In Germany the price of ro yards of cloth is now 17 yards of 
linen ; or whatever quantity of money 1s equivalent in Germany to 17 
yards of hnen. Now, that being the price, there is some particular 
number of yards of cloth, which will be in demand, or will find purchasers, 
at that price. There is some given quantity of cloth, more than which 
could not be disposed of at that price; less than which, at that price, 
would not fully satisfy the demand. Let us suppose this quantity to be 
Icoo times Io yards. 

‘Let us now turn our attention to England. There, the price of 17 
yards of linen 1s 1o yards of cloth, or whatever quantity of money 1s 
equivalent in England to 10 yards of cloth. ‘There 1s some particular 
number of yards of linen which, at that price, will exactly satisfy the 
demand, and no more. Let us suppose that this number is 1000 times 
17 yards. 

‘As 317 yatds of linen are to ro yards of cloth, so are 1000 times 17 
yaids to 1000 times 1o yards. At the existing exchange value, the linen 
which England requires will exactly pay for the quantity of cloth which, 
on the saine terms of interchange, Gennany requires. ‘The demand on 
each side is precisely sufficient to carry off the supply on the other. The 
conditions required by the principle of demand and supply are fulfilled, 
and the two commodities will continue to be interchanged, as we sup- 
posed them to be, in the 1atio of 17 yards of linen for 10 yards of cloth. 

‘Dut our suppositions nught have been different Suppose that, at the 
assuined rate of interchange, England had been disposed to consume no 
gicater quantity of linen than 800 times 17 yards: it 1s evident that, at 
the rate supposed, this would not have sufficed to pay for 1000 times 10 
yards of cloth which we have supposed Germany to 1equite at the assumed 
value. Germany would be able to piocuie no more than 8co times Ic 
yaids at that price, To procure the remaining 200, which she would have 
no means of doing but by bidding higher for them, she would offer more 
than 17 yards of linen in exchange for 10 yaids of cloth Iect us suppose 
her to offer 18 At that pice, perhaps, England would be inclined to 
purchase a greater quantity of linen. She would ‘consume, possibly, at 
that price, goo times 18 yards. On the other hand, cloth having risen in 
price, the demand of Germany for 1t would probably have diminished. 
If, instead of 1000 times to yards, she 1s now contented with gco times 
10 yards, these will exactly pay for the goo times 18 yards of linen which 
England is willing to take at the altered price: the demand on each side 
will again exactly suffice to take off the corresponding supply ; and 19 
yards for 18 will be the rate at which, :n both counties, cloth will exchange 
fer linen. 

‘The converse of all this would have happened, if,instead of 800 times 
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17 yards, we had supposed that England, at the rate of 10 for 17, would 
have taken 1200 times 17 yards of linen. In this case, it is England 
whose demand is not fully supplied ; it is England who, by bidding for 
more linen, will alter the rate of interchange to her own disadvantage ; 
and 1o yards of cloth will fall, in both countries, below the value of 17 
yards of linen. By this fall of cloth, or what is the same thing, this rise 
of linen, the demand of Germany for cloth will increase, and the demand 
of England for linen will diminish, till the rate of interchange has so 
adjusted itself that the cloth and the linen will exactly pay for one another : 
and when once this point is attained, values will remain without further 
alteration. 

‘It may be considered, therefore, as established, that when two countries 
trade together in two commodities, the exchange value of these com- 
modities relatively to each other will adjust itself to the inclinations and 
circumstances of the consumers on both sides, in such manner that the 
quantities requiied by each country, of the articles which it imports from 
its neighbour, shall be exactly sufficient to pay for one another. As the 
inclinations and circumstances of the consumers cannot he reduced to any 
rule, so neither can the proportions in which the two commodities will be 
interchanged. We know that the limits within which the variation is con- 
fined, are the ratio between their costs of production in the one country, 
and the ratio between their costs of production in the other. Ten yards 
of cloth cannot exchange for more than 20 yards of linen, nor for less than 
15. But they may exchange for any intermediate number. The ratios, 
therefore, in which the advantage of the trade may be divided between 
the two nations, are various. ‘he circumstances on which the piopor- 
tionate share of each country more 1emotely depends, admit only of a very 
general indication. 

‘It 1s even possible to conceive an extreme case, in which the whole of 
the advantage resulting from the interchange would be 1eaped by one 
party, the other country gaining nothing at all. There is no absurdity in 
the hypothesis that, of some given commodity, a certain quantity 1s all 
that 1s wanted at any price; and that, when that quantity 1s obtained, no 
fall in the exchange value would induce other consumers to come forward, 
or those who are already supplied, to take more. Let us suppose that 
‘this is the case in Germany with cloth. Before her trade with England 
commenced, when to yards of cloth cost her as much labour as 20 yards 
of linen, she nevertheless consumed as much cloth as she wanted under 
any circumstances, and, if she could obtain it at the rate of 10 yards of 
cloth for 15 of linen, she would not consume more. Let this fixed quantity 
be 1000 times Io yards. At the rate, however, of 10 for 20, England 
would want more linen than would be equivalent to this quantity of cloth. 
She would, consequently, offer a higher value for linen; or, what is the 
same thing, she would offer her cloth at a cheaper rate. Lut, as by no 
lowering of the value could she prevail on Germany to take a greater 
quantity of cloth, there would be no limit to the rise of linen or fall of cloth, 
until the demand of England for linen was reduced by the rise of its value, 
to the quantity which 1000 times 10 yards of cloth would purchase. It 
might be, that to produce this diminution of the demand a less fall would 
not suffice than that which would make to yards of cloth exchange for 15 
of linen. Germany would then gam the whole of the advantage, and 
Enyland would be exactly as she was before the trade commenced. It 
would he for the interest, however, of Germany herself to keep her linen a 
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little below the value at which it could be produced in England, in order 
to keep herself from being supplanted by the home piaducer. England, 
therefore, would always benefit in some degree by the existence of the 
trade, though it might be in a very trifling one.’ 

In this statement, I conceive, 1s contained the principle of International 
Values ; which it only remains to follow into its applications. 1 have, as 
is indispensable in such abstract and Kypothetical cases, supposed the 
circumstances to be much less complex than they really are : in the first 
place, by suppressing the cost of carriage : next, by supposing that there 
are only two countries trading together ; and lastly, that they trade only 
in two commodities. To complete the exposition, it is necessary to 
restore the various circumstances thus temporarily left out to simplify the 
argument. Those whoare accustomed to any kind of scientific mvestiga- 
tion will probably sce, without formal proof, that the introduction of these 
circumstances cannot alter the theory of the subject. Trade among any 
number of countries, and in any number of commodities, must take place 
on the same essential principles as trade between two countries and in 
twocommodities. Introducing a greater number of agents precisely 
simlar, cannot change the law of their action, no more than putting 
additional weights into the two scales of a balance alters the law of 
gravitation It alters nothing but the numerical results. For more com- 
plete satisfaction, however, we will enter into the complex cases with the 
same particularity with which we have stated the simpler onc. 

§ 3. First, let us introduce the elemegt of cost of carriage. The chief 
difference will then be, that the cloth and the linen will no longer 
exchange for each other at precisely the same rate in both counties. 
Linen, having to be carried to England, will be dearer there by its cost 
of carriage ; and cloth will be dearer in Germany by the cost of carrying 
it from England. Linen, estimated in cloth, will be dearer in England 
than in Germany, by the cost of carriage of both articles: and so will 
cloth in Germany, estimated in linen. Suppose that the cost of carriage 
of each is equivalent to one yard of linen; and suppose that, if they 
could have been carried without cost, the terms of interchange would 
have been Jo yards of cloth for 17 of linen. It seems at fist that each 
country will pay its own cost of carriage ; that 1s, the carriage of the 
article it imports ; that in Germany Ioyards of cloth will exchange for 18 of 
linen, namely, the original 17,and 1 to cover the cost of carriage of the cloth ; 
while in England, to yards of cloth will only purchase 16 of linen, 1 yard 
being deducted for the cost of carriage of the linen. This, however, can- 
not be affirmed with certainty ; it will only be true, if the linen which the 
English consumers would take at the price of 10 for 16, exactly pays for 
the cloth which the German consumers would take at 10 for 18 The 
values must be those, whatever they are, which will establish this equili- 
brium. No absolute rule, therefore, can be laid down for the division of 
the cost, no more than for the division of the advantage : and it does not 
follow that in whatever ratio the one is divided, the other will be divided 
in the same. It is impossible to say, if the cost of cariiage could be 
annihilated, whether the producing or the importmmg country would be 
most benefited. All would depend on the play of international demand. 

Cost of carriage has one‘effect more. But for it, every commodity 
would (if trade be supposed free) be either regularly imported or regularly 
exported. A country would make nothing for itself which it did not also 
make for other countries. But in consequence of qpst of carriage there 
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are many things, especially bulky articles, which every, or almost every 
country produces within itself. After exporting the things in which it can 
employ itself most advantageously, and importing those in which it 1s 
under the greatest disadvantage, there are many lying between, of which 
the relative cost of production in that and in other countnes diffeis so 
little, that the cost of carriage would absorb more than the whol saving 
in cost of production which weuld be obtamed by importing one and 
exporting another This is the case with numerous commodities of 
common consumption ; including the coarser qualities of many aiticles of 
food and manufacture, of which the finer kinds are the subject of exten- 
sive international traffic. 

§ 4 Let us now introduce a greater number of commodities than the 
two we have hitherto supposed Let cloth and linen, however, be still the 
articles of which the comparative cost of production in England and in 
Germany differs the most, so that if they were confined to twc com- 
modities, these would be the two which it would be most their intezest to 
exchange. We will now again omit cost of catnage, which, having been 
shown not to affect the essentials of the question, does but embarrass 
unnecessarily the statement of it. Let us suppose, then, that the denand 
of England for lien is either so much greater than that of Germany for 
cloth, or so much more extensible by cheapness, that if England had uo 
commodity but cloth which Germany would take, the demand of England 
would foice up the terms of interchange to 10 yards of cloth for only 1¢ 
of linen, so that England would gain only the difference between 15 and 
16, Germany the difference between 16 and 20 But let us now suppose 
that England has a'so another commodity, say iron, which 1s in demand 
in Germany, and that the quantity of iron which 1s of equal value in 
England with 10 yards of cloth (let us call this quantity a hundred 
weight) will, if produced in Germany cost as much labour as 18 yaids of 
linen, so that if offered by England for 17, it will undersell the German 
producer. In these circumstances, linen will not be foiced up to the 1ate 
of 16 yards for 10 of cloth, but will stop at 17, for although, at that rate 
of interchange, Germany will not take enough cloth to pay for all the 
linen required by England, she will take iron for the 1emainder, and it 1s 
the same thing to England whether she gives a hundred weight of 110n or 
yo yaids of cloth, both being made at the same cost. If we now superadd 
coals or cottons on the side of England, and wine, or corn, or timber, on 
the side of Germany, it will make no,difference in the principle ‘The 
exports of each country must exactly pay for the :mpoits ; meaning now 
the aggregate exports and imports, not those of particular commodities 
taken singly. The produce of fifty days’ English labour, whether in cloth, 
coals, 10n, or any other exports, will exchange for the produce of forty, or 
fifty, or siaty days’ German labour, in linen, wine, corn, or timber, accord- 
ing to the internatiofial demand. Thee is some proportion at which the 
demand of the two countries for each othe: s products will exactly co1e- 
spond ; so that the things supphed by England to Germany will be com- 
p-etely paid for, and no more, by those supplied by Germany to England. 
This accordingly will be the ratio in which the produce of English and 
the produce of German labour will exchange for one another. 

If, therefore, it be asked what country draws to itself the greatest share 
of the advantage of any trade it carries on, the answer 1s, the country for 
whose productions there is in other countries the greatest demand, and a 
demand the most susceptible of increase from additional cheapness. In 
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so far as the pioductions of any country possess ths pioperty, the country 
obtains all foreign commodities at less cost. It gets 11s imports cheaper, 
the greater the intensity of the demand in foreign countries for its exports 
It also gets its imports cheaper, the less the extent and intensity of its own 
demand for them. The market 1s cheapest to those whose demand 1s 
small. A country which desires few foreign productions, and only a 
limited quantity of them, while its own commodities are in great 1equest 
in foreign countrics, wil! obtain its limited imports at catremely small 
cost, that is, in exchange for the pioduce of a very small quantity of its 
labour and capital. 

Lastly, having introduced more than the original two commodities into 
the hypothesis, let us also introduce more than the o1iginal two countries, 
After the demand of England for the hnen of Germany has raised the 
rate of interchange to 1o yards of cloth for 16 of lien, suppose a trade 
opened between England and some other country which also expoits 
linen And let us suppose that if England had no trade but with this 
third country, the play of mternational demand would enable her to 
obtain from it, for ro yards of cloth or its equivalent, 17 yards of linen. 
She evident., would not go on buying linen from Germany at the former 
rate: Germany would be undersold, and must consent to give 17 yards, 
like the other country. In this case, the circumstances of production and 
of demand im the third country are supposed to be in themselves more 
advantageous to England than the circumstances of Germany ; but this 
supposition 1s not necessary: we migh® suppose that if the trade with 
Germany did not exist, England would be obliged to give to the other 
country the same advantagcous terms which she giveS to Germany ; Io 
yaids of cloth for 16, or even less than 16, of linen. Even so, the opening 
of the third country makes a great difference in favour of England. There 
is now a double market for English exports, while the demand of England 
for linen is only what it was before. ‘This necessarily obtains for England 
more advantageous terms of interchange. The two countries, requiring 
inuch mote of her produce than was 1equied by either alone, musi, in 
orde1 to obtain it, force an increased demand for their exports, by offering 
them at a lower valuc. 

_ It deserves notice, that this effect in favour of England from the open- 
ing of another market for her exports, will equally be produced even 
though the country from which the demand comes should have nothing 
to sell which Iengland 1s willing to take Suppose that the thud country, 
though she requires cloth or non fiom England, produces no linen, nor 
any other article which 1s in demand there. She, however, produces 
exportable articles, or she would have no means of paying for imports : 
her caports, though not suitable to the English consumei, can find a 
market somewhere. As we are only supposing three,counties, we must 
assume her to find this market in Germany, and to pay for what she 
imports from England by orders on her German customers. Germany, 
theicfore, besides having to pay for her own impoits, now owes a debt to 
England on account of the third country, and the means for both pur- 
poses must be derived from her exportable produce She must therefore 
tender that produce to England on terms sufficiently favourable to force 
a demand equivalent to this double debt. Everything will take place 
piecisely as if the third country had bought German produce with her 
own goods, and offered that produce to England in exchange for hers. 
There is an increased demand for English goods, for whech German goods 
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have to furnish the payment; and this can only be done by forcing an 
increased demand for them in England, that is, by lowering their value. 
Thus an increase of demand for a country’s exports in any foieign country, 
enables her to obtain more cheaply even those imports which she procures 
from other quarters. And converscly, an increase of her own demand for 
any foreign commodity compels her, ca/eszs farzbus, to pay dearer for all 
forcign commodities. 

§ 5. The Jaw which we have now illustrated, may be appropuiately 
named, the Equation of International Demand. It may be concisely 
stated as follows. The produce of a country exchanges for the produce 
of other countries, at such values as are required in order that the whole 
of her exports may exactly pay for the whole of her imports. This law 
of International Values is but an extension of the more general law of 
Value, which we call the Equation of Supply and Demand.* We have 
seen that the value of a commodity always so adjusts itself as to bring 
the demand to the exact level of the supply. But all trade, either between 
nations or individuals, is an interchange of commodities, in which the 
things that they 1espectively have to sell, constitute also their means of 
purchase. the supply brought by the one constitutes his demand for 
what 1s brought by the other. So that supply and demand are but 
another expression for reciprocal demand: and to say that value will 
adjust itself so as to equalize demand with supply, is in fact to say that 
it will adjust itsclf so as to equalize the demand on one side with the 
demand on the other. ‘ : 

To trace the consequences of the law of International Values through 
their wide ramifications, would occupy more space than can be devoted 
to such a purpose in the present treatise. Several of those consequences 
wele indicated m the Essay already quoted; and others have been 
pointed out in the writings of Colonel Torrens, who appears to me sub- 
stantially correct in his general view of the subject, and who has sup- 
doe it with great closeness and consccutiveness of reasoning, though 
us conclusions are occasionally pushed much beyond what appear to me 
the proper limits of the principle on which they are grounded. 

There is one special application of the law, which | think it advisable 
to notice, both as being im itself not unimportant, and as bearing on the 
question which will occupy us in the next chapter, but especially as con- 
ducing to the more full and clear understanding of the law itself. 

We have secn that the value at which a country purchases a foreign 
commodity, does not conform to the cost of production in the country 
from which the commodity comes. Suppose now a change in that cost of 
pee ; an improvement, for example, in the process of manufacture. 

"ill the benefit of the improvement be fully participated in by the other 
countries? Will the commodity be sold as much cheaper to foreigners, 
as it is produced cheaperat home? This question, and the considerations 
which must be entered into in order to resolve it, are well adapted to try 
the worth of the theory. : 

Let us first suppose, that the improvement is of a nature to create a new 
branch of export ; to make foreigners resort to the country for a com- 
modity which they had previously produced at home. On this supposi- 
tion, the foreign demand for the productions of the country 1s increased 3 
which necessarily alters the international values to its advantage, and to 
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the disadvantage of foreign countries, who, therefore, though they par- 
ticipate in the benefit of the new product, must purchase that benefit by 

aying for all the other productions of the country at a dearer rate than 

efore. How much deaiter, will depend on the degree necessary for re- 
establishing, under these new conditions, the Equation of International 
Demand. ‘These consequences follow in a very obvious manner from the 
law of international values, and I shall n&t occupy space in illustrating 
them, but shall pass to the more frcquent case, of an improvement which 
does not create a new article of export, but lowers the cost of production 
of somcthing which the country already exported. 

It being advantageous, in discussions of this complicated nature, to 
employ definite numerical amounts, we shall return to our original 
example. Ten yards of cloth, if produced m Germany, would require the 
same amount of labour and capital as twenty yards of linen; but, by the 
play of international demand, they can be obtained fiom England for 
seventeen. Suppose now, that by a mechanical improvement made in 
Germany, and not capable of being transferred to England, the same 
quantity of Jabour and capital which produced twenty yards of linen, is 
enabled to produce thirty. Linen falls one-third in value in the German 
market, as compared with other commodities produced in Germany, Will 
it also fall one-third as compared with English cloth, thus giving to 
England, in common with Germany, the full benefit of the improvement ? 
Or (ought we not rather to say), since the cost to England of obtaining 
linen was not regulated by the cost to Germany ofsproducing it, and since 
England, accordingly, did not get the entire benefit even of the twenty 
yards which Germany could have given for ten yards of cloth, but only 
obtained seventeen— why should she now obtain more, merely because this 
theoretical limit is removed ten degrees further off? 

It is evident that in the outset, the improvement will lower the value of 
linen in Germany, in relation to all other commodities in the German 
market, including, among the rest, even the imported commodity, cloth. 
If 10 yards of cloth previously exchanged for 17 yards of linen, they will 
now exchange for half as much more, or 2543 yards. But whether they 
will continue to do so, will wholly depend on the effect which this 
increased cheapness of linen produces on the international demand. 
The demand for lnen in England could scarcely fail to be in- 
creased. But it might be increased either in proportion to the 
cheapness, or in a greater proportion than the cheapness, or in a less 
proporiion. 

Ifthe demand was increased in the same proportion with the cheapness, 
England would take as many times 254 yards of linen, as the number of 
times 17 yards which she took previously. She would expend in Ihnen 
exactly as much of cloth, or of the equivalents of cloth as much in short 
of the collective income of her people, as she did before. Germany on 
her part, would probably require, at that rate of interchange, the same 
quantity of cloth as before, because it would in reality cost her exactly as 
much ; 253 yards of linen being now of the same value in her market as 
17 yards were before. In this case, therefore, 10 yards of cloth for 254 of 
linen is the rate of interchange which under these new conditions would 
restore the equation of international demand ; and England would obtain 
linen one-th: 1 cheaper than before, being the same advantage as was 
obtained by Germany. 

It might happen, however, that this great cheapening*of hnen would 
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ncrease the demand for it in England in a greater ratio than the increase 
of cheapness ; and that if she before wanted 1,000 times 17 yards, she 
would now require more than 1,000 times <5 yaids to satisfy her demand. 
If so, the equation of international demand cannot establish itself at that 
rate of interchange, to pay for the linen England must offer cloth on 
more advantageous terms : say, for example, to yards for 21 of linen ; so 
that England will not have the full benetit of the improvement in the pro- 
duction of linen, while Germany, 1n addition to that benefit, will also pay 
less for cloth. But again, it 1s possible that England might not desire to 
increase her consumption of linen in even so great a proportion as that of 
the increased cheapness; she might not desire so great a quantity as 
1,000 times 254 yards. and in that case Germany must force a demand, 
by offering more than 25} yards of linen for 10 of cloth; linen will be 
cheapened in England in a still greater degree than in Germany; while 
Geimany will obtain cloth on more unfavourable terms, and at a ngher 
e\change value than before 

After what has already been said, it is not necessary to particularize 
the manner in which these results myht be modified by introducing into 
the hypothesis other counties and other commodities. ‘There 1s a further 
circumstance by which they may also be modified — In the case supposed, 
the consumers of Germany have had a part of then incomes set at hberty 
by the increased cheapness of linen, which they may indeed expend in 
increasing their consumption of that article, but which they may, hke- 
wise, expend m other aiticles, and among others, in cloth o1 other 
nnported commodities. ‘This would be an additional element in the 
international demand, and would modify more or less the terms of inter- 
change. 

Of the three possible varieties in the influence of cheapness on demand, 
which is the more probable? that the demand would be incieased more 
than the cheapness, as much as the cheapness, or Jess than the cheapness ? 
Ths depends on the nature of the particular commodity, and on the 
tastes of ptrchasers When the commodity is onc m general request, and 
the fall of its price brings it within the reach of a much luyer class of 
incomes than before, the demand 1s often increased in a greater 1atio than 
the fall of price, and a larger sum of money 1s on the whole expended in 
the article. Such was the case with coffce, when its price was lowered by 
successive reductions of taxation; and such would probably be the case 
with sugar, wine, and a Jarge class of commodities which, though not 
necessarics, are largc'y consumed, and in which many consumers indulge 
when the articles are cheap and economve when they are dear. But it 
more frequently happens that when a commodity falls in price, less money 
is spent init than before a greater quantity 1s consumed, but not so great 
a value. The consumer who saves money by the cheapness of the article, 
will be likely to expend part of his saving m increasing his consumption 
ot other things: and unless the Jow price attracts a Luge class of new 
purchasers who were cither not consumers of the article at all, or only in 
small quantity and occasionally, a less aggregate sum will be expended on 
It, Speaking generally, theicfore, the thid of our thiee cases 1s the most 
probable ; and an improvement 1n an exportable article is likely to be as 
beneficial, if not morc beneficial, to foreign countries, than to the country 
where the article 1s produced. 

§ 6. We now pass to another essential part of the theory of the subject. 
There are two senses in which a country obtains commodities cheaper by 
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foreign trade ; in the sense of Value, and in the sense of Cost. It gets 
them cheaper in the first sense, by their falling in value relatively ta 
other things : the same quantity of them exchanging, in the country, for 
a smaller quantity than before of the other produce of the country. In 
England, after the trade was opened, all consumers of linen obtained 17 
or some greater number of yards for tha same quantity of all other things 
for which they before obtained only 15. The degree of cheapness, 1n this 
sense of the term, depends on the law which has now been so copiously 
illustrated, that of Equation of Inte:national Demand. But in the other 
sense, that of Cost, a country gets a commodity cheaper, when it obtains 
a greater quantity of the commodity with the same expenditure of labour 
and capital In this sense of the term, cheapness in a great measure 
depends upon a cause of a different nature a country gets it imports 
cheaper, in proportion to the general productiveness of its domestic 
industry ; to the general efficiency of its labour. The labou of one country 
may he, as a whole, much more efficient than that of another , all or 
most of the commodities capable of being produced in both, may be pro- 
duced 1n one at Jess absolute cost than in the other, which, as we have 
seen, will not necessarily prevent the two countries from exchanging 
commodities. The things which the more favoured country will unport 
from others, are of course those in which it 1s least superior; but by 
importing them it acquires, even mn those commodities, the same advan- 
tage which it possesses 1n the articles it gives in exchange forthem ‘Thus 
the countries which obtain their own pfoductidns at least cost, also get 
their imports at least cost. : 

This truth will be made more obvious if we suppose two competing 
countnes. Ingland sends cloth to Geimany, and gives ten yards of 1t 
for 17 yards of linen, or for something else which in Germany 1s the 
equivalent of those 17 yards. Another country, as for example Fiance, 
does the same. The one giving Io yards of cloth for a certain quantity 
of Geiman commodities, so must the other. if, therefore, in England, 
these 10 yards are produced by only half as much labour as that by which 
they are produced in Fiance, the linen o1 other commodities of Germany 
will cost to England only half the amount of labour which they will cost 
to France. Ingland would thus obtain her imports at less cost than 
France, in the ratio of the greater efficiency of her labour in the produc- 
tion of cloth: which might be taken as an approxmative estimate of the 
efficiency of her labour generally 5 since France, as well as England, by 
selecting cloth as her .witicle of export, would have shown that (notwith- 
standing her absolute inferiority) it was still the commodity in which her 
labour was relatively the most efficient. It follows, therefore, that every 
country get its :mports at less cost, 1n proportion to the general efficiency 
of its labour. ° 

This proposition was first clearly seen and expounded by Mr. Senior,* 
but only as applicable to the importation of the precious metals. 1 think 
it important to point out, that the proposition holds equally true of all 
other imported commodities ; and further, that it 1s only a portion of the 
truth. For, in the case supposed, the cost to England of the linen which 
she pays for with ten yards of cloth, does not depend solely upon the cost 
to herself of ten yards of cloth, but partly also upon how many yards of 
linen she obtains in exchange for them. What her imports cost to her is 
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a function of two variables; the quantity of her own commodities which 
she gives for them, and the cost of those commodities. Of these, the last 
only depends on the efficiency of her labour: the first depends on the 
law of international values ; that is, on the intensity and extensibility of 
the foreign demand for her commodities, compared with her demand for 
foreign commodities. 

In the case just now supposed of a competition between England and 
France, the state of international values affected both competitors alike, 
since they were supposed to trade with the same country, and to export 
and import the same commodities. The difference, therefore, in what 
their imports cost them, depended solely on the other cause, the unequal 
efficiency of their labour. They gave the same quantities ; the difference 
could only be in the cost of production. But if England traded to 
Germany with cloth, and France with iron, the comparative demand in 
Germany for those two commodities would beara share in determining 
the comparative cost, in labour and capital, with which England and 
France would obtain German products. If iron were more in demand in 
Germany than cloth, France would recover, through that channel, part of 
her disadvantage : if Jess, her disadvantage would be increased. The 
efficiency, therefore, of a country's labour, 1s not the only thing which 
determines even the cos¢ at which that country obtains imported com- 
modities—while it has no share whatever in determining either their ex- 
change value, or, as we shall presently see, their Arice., 


CHAPTER XIX, 
OF MONEY, CONSIDERED AS AN IMPORTED COMMODITY, 


§ 1. THE degree of progress which we have now made in the theory of 
Foreign Trade, puts it in our power to supply what was previously 
deficient in our view of the theory of Moncy ; and this, when completed, 
will in its turn enable us to conclude the subject of Foreign Trade. 

Moncey, or the material of which it 1s composed, is, in Great Britain, 
and in most other countries, a folergn commodity. Its value and distni- 
bution must therefore be regulated, not by the law of value which obtains 
in adjacent places, but by that which is applicable to imported commodities 
—the law of International Values. 

In the discussion into which we are now about to enter, I shall use the 
terms Money and the Precious Metals indiscriminately. This may be 
done without leading to any error; it having been shown that the value 
of money, when it consists of the precious metals, or even of a paper 
currency convertible into them on demand, 1s entirely governed by the 
value of the metals themselves ; fiom which it never differs, except by the 
expense of coinage when this 1s paid by the individual and not by the 
state. 

Money is brought into a country in two different ways. It is imported 
(cluefly in the form of bullion) like any other merchandize, as being an 
advantageous article of commerce. It is also imported in tts other 
character of a medium of eachange, to pay some debt due to th country, 
either for goods exported or on any other account. ‘There are other ways 
in which it may beeintroduced casually ; these are the two in which it is 
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received in the ordinary course of business, and which determine its value. 
The existence of these two distinct modes in which money flows into a 
country, while other commodities are habitually introduced only in the 
first of these modes, occasions somewhat more of complexity and obscurity 
than exists in the case of other commodities, and for this reason only is 
any special and minute exposition necessary. 

§ 2, In so far as the precious metals are imported in the ordinary way 
of commerce, their value must depend on the same causes, and conform 
to the same laws, as the value of any other foreign production. It is in 
this mode chiefly that gold and silver diffuse themselves from the mining 
countries into all other parts of the commercial wold. They are the 
staple commodities of those countries, or at least are among their great 
articles of regular export ; and are shipped on speculation, in the same 
manner as other exportable commodities. The quantity, therefore, which 
a country (say England) will give of its own produce, for a certain quantity 
of bullion, will depend, if we suppose only two countries and two com- 
modities, upon the demand in England for bulhon, compared with the 
demand in the mining country (which we will call Brazil) for what 
England has to give. They must exchange in such proportions as will 
leave no unsatisfied demand on either side, to alter values by its compe- 
tition. The bullion required by England must exactly pay for the cottons 
or other English commodities required by Brazil. If, however, we sub- 
stitute for this simplicity the degree of complication which really exists, 
the equation of intenational demand mist be established not between the 
bullion wanted in England and the cottons or broadcloth wanted in Brazil, 
but between the whole of the imports of England and the whole of her 
exports. The demand in foreign countries for English products, must be 
brought into equilibrium with the demand in England for the products of 
foreign countries ; and all foreign commodities, bullion among the rest 
must be exchanged against English products in such proportions, as will, 
by the effect they produce on the demand, establish this equilibrium. 

There is nothing in the peculiar nature or uses of the precious metals 
which should make them an exception to the general principles of 
demand. So far as they are wanted for purposes of luxury or the arts, 
the demand increases with the cheapness, in the same regular way as the 
demand for any other commodity. So far as theyare required for money, the 
demand increases with the cheapness in a perfectly regular way, the 
quantity needed being always in inverse proportion tothe value. This is 
the only real difference, in respect to demand, between money and 
other things ; and for the present purpose it is a difference altogether im- 
material. 

Money, then, if imported solely as a merchandize, will, lke other 
imported commodities, be of lowest value in the counties for whose 
exports there 1s the greatest foreign demand, and which have themselves 
the least demand for foreign commodities. To these two circumstances 
it is however necessary to add two others, which produce their effect 
through cost of carriage. The cost of obtaining bullion ts compounded of 
two elements; the goods given to purchase it, and the expense of 
transport : of which last, the bullion countries will bear a part (though an 
uncertain part), in the adjustment of international values. The expense 
of transport is partly that of carrying the goods to the bullion countries, 
and partly that of bringing back the bullion: both these items are 
influenced by the distance from the mines ; and the former is also much 
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affected by the bulkiness of the goods. Countries whose exportable 
produce consists of the finer manufactuies, obtain bullion, as well as all 
other foreign articles, ccferzs paribus at less expense than countries which 
export nothing but bulky raw produce. 

To be quite accurate, therefore, we must say—The countries whose ex- 
portable productions are most 1p demand abroad, and contain greatest 
value in smallest bulk, which are nearest to the mines, and which have 
least demand for foreign productions, are those in which money will 
be of lowest value, or in other words, in which prices will halutually 
range the highest If we are speaking not of the value of money, but of 
its cost (that 1s, the quantity of the country’s labour which must be 
expended to obtain it), we must add to these four conditions of cheapness 
a fifth condition, namely, ‘ whose productive industry is the most efficient? 
This, however, docs not at all affect the value of money, estimated in com- 
modities : it affects the general abundance and facility with which all 
things, money and commodities together, can be obtained. 

Although, therefore, Mr. Senior 1s nght in poimting out the great 
efficiency of English labour as the chief cause why the precious metals aie 
obtained at less cos¢ by England than by most other countries, J] cannot 
admut that it at all accounts for their being of less va/wve—for their going 
less far in the purchase of commodities This, in so far as it 15 a fact, 
and not an illusion, must be occasioned by the great demand 1n foreign 
countries for the staple commodities of England, and the generally 
unbulky character of those conYinodities, compared with the corn, wine, 
timber, sugar, wool, hides, tallow, hemp, flax, tobacco, raw cotton, etc, 
which form the exports of other commercial countries. These two 
causes will account for a somewhat higher range of general prices 
in England than elsewhere, notwithstanding the counteracting influence 
of her own great demand for foreign commodities. I am, however, strongly 
of opinion, that the high prices of commodities, and low puichasing power 
of money in England, are more apparent than real. Food, indeed, is 
somewhat dearer; and food composes so large a portion of the ex- 
penditure when the income is small and the family large, that to such 
families England isa dear country. Services also, of most descriptions, 
are dearer than on the Continent, from the less costly manner in which the 
poorer classes on the Continent are contented to hve But almost 
all sorts of manufactured commodities are decidedly cheaper ; or would be 
so, 1f buyers would be content with the same quality of matenal and of 
workmanship. What 1s called the deatrness of living in England, 1s 
mainly an affair not of necessity but of foolish custom ; it being thought 
imperative by all classes in England above the condition of a day- 
Jabourer, that the things they consume should either be of the same 
quality with those used by much ncher people, or at least should be as 
nearly as possible undistinguishable from them in outward appear- 
ance. 

§ 3. From the preceding consideiations, it appeais that those are 
greatly in error who contend (as has been done mm the contioversies called 
forth by the recent publications of Colonel Torrens) that the value 
of money, in countrics where it is an impoited commodity, must be 
entirely regulated by its value in the countries which produce it ; and can- 
not be raised or lowered in any permanent manner unless some change 
has taken place in the cost of production at the mines. On the contrary, 
any clicumstance Which disturbs the equation of international demand 
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with respect to a paiticuiar country, not only may, but must, affect 
the value of money in that country—its value at the mines remaming 
the same. The opening of a new branch of export trade from England ; 
an imcrease in the foreign demand for English products, either by 
the natural course of events or by the abrogation of duties ; a check to 
the demand in England for foreign cammodities, by the laying on of 
import duties in England or of export duties elsewhere ; these and all 
other events of similar tendency, would make the imports of England 
(bullion and other things taken together) no longer an equivalent for her 
exports ; and the countries which take her exports would ke obliged to 
offer their commodities, and bullion among the rest, on cheaper terms, in 
order to re-establish the equation of demand: and thus England would 
obtain money cheaper, and would acquire a generally higher range of 
prices. Incidents the reveise of these vould produce effects the 1everse 
—would reduce prices ; or, in other words, raise the value of the precious 
metals. It must be observed, however, that money would be thus raised 
in value only with respect to home commodities: in relation to all 
imported articles it would remain as before, since their values would be 
affected in the same way and in the same degrce with its own. A country 
which, from any of the causes mentioned, gets money cheaper, obtains all 
its other imports cheaper likewise. 

It 1s by no means necessary that the increased demand for English 
commodities, which enables England to supply herself with bulhon at a 
cheaper rate, should be a demand in the miming countries. England 
might export nothing whatever to those countries, and yet might be the 
country which obtained bullion from them on the lowest terms, provided 
there were a sufficient intensity of demand in other foreign countries for 
English goods, which would be paid for circuitously, with gold and silver 
from the mining countries. The whole of its expoits are what a country 
exchanges against the whole of its imports, and not tts exports and 
im, oits to and from any one country ; and the general foreign demand 
for : 3 productions will determine what equivalent it must give for imported 
goods, in order to establish an equilibrium between its sales and purchases 
generally ; without regard to the maintenance of a similar equilibrium 
between it and any country singly. 


CHAPTER XX, 
OF THE FOREIGN EXCHANGES. 


_ § 1. We have thus far considered the precious metals as a commodity, 
imported like other commodities in the common course of trade, and 
have examined what are the circumstances which would in that case 
determine their value. But those metals are also imported in another 
character, that which belongs to them as a medium of exchange; not as 
an article of commerce, to be sold for money, but as themselves money, 
to pay a debt, or effect a transfer of property. It remains to consider 
whether the hability of gold and silver to be transported from country to 
country for such purposes, in any way modifies the conclusions we have 
already arrived at, or places those metals under a different law of value 
from that to which, in common with all other impdrted commodities, 
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they would be stbject if international trade were an affair of direct 
arter. 

Money is sent from one country to another for various purposes, such 
as the payment of tributes or subsidies ; remittances of revenue to or 
from dependencies, or of rents or other incomes to their absent owners ; 
emigration of capital, or transmission of it for foreign investment. The 
most usual purpose, however, is that of payment for goods. To show in 
what circumstances money actually passes from country to country for 
this or any of the other purposes mentioned, it is necessary briefly to 
state the nature of the mechanism by which international trade is carried 
on, when it takes place not by barter but through the medium of money. 

§ 2. In practice, the exports and imports of a country not only are not 
exchanged directly against each other, but often do not even pass 
thiough the same hands. Each is separately bought and paid for with 
money. We have seen, however, that, even in the same country, money 
does not actually pass from hand to hand each time that purchases are 
made with it, and still less does this happen between different countries. 
The habitual mode of paying and receiving payment for commodities, 
between country and country, 1s by bills of exchange. 

A merchant in England, A, has exported English commodities, con- 
signing them to his correspondent B in France. Another merchant in 
France, C, has exported French commodities, suppose of equivalent 
value, to a merchant D in England. It 1s evidently unnecessary that B 
in France should send money to A in England, and that D in England 
should send an equal sum of money to C in France. The one debt may 
be applied to the payment of the other, and the double cost of carriage 
be thus saved. A draws a bill on B for the amount which B owes to him: 
D, having an equal amount to pay in France, buys this bill from A, and 
sends it to C, who, at the expiration of the number of days which the 
bill has to run, presents it to B for payment. Thus the debt due from 
France to England, and the debt due from England to Fiance, aie both 
ee without sending an ounce of gold or silver from one country to the 
other. 

In this statement, however, it is supposed, that the sum of the debts 
due from France to England, and the sum of those due from England to 
France, are equal ; that each country has exactly the same number of 
ounces of gold or silver to pay and to receive. This implies, (if we 
exclude for the present any other international payments than those 
occurring in the course of commerce,) that the exports and imports 
exactly pay for one another, or in other words, that the equation of inter- 
national demand 19 established. When such is the fact, the international 
transactions are liquidated without the passage of any money from one 
country to the othen [ut if there is a greater sum due from England to 
France, than is due from France to England, or wice versd, the debts 
cannot be simply written off against one another. After the one has been 
applied, as far as it will go, towards covering the other, the balance must 
be transmitted in the precious metals. In point of fact, the merchant who 
has the amount to pay, will even then pay for it by a bill. When a person 
has a remittance to make to a foreign country, he does not himself search 
for some one who has money to reccive from that country, and ask him 
for a bill of exchange. In this, as in other branches of business, there is 
a Class of middlemen or brokers, who bring buyers and sellers together, 
or stand between‘ them, buying bills from those who have money to 
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receive, and selling bills to those who have money to pay. When a 
customer comes to a broker for a bill on Paris or Amsterdam, the broker 
sells to him, perhaps the bill he may himself have bought that morning 
from a merchant, perhaps a ee on his own correspondent in the foreign 
city : and to enable his correspondent to pay, when due, all the bills he 
has granted, he remits to him all thoseswhich he has bought and has not 
resold. In this manner these brokers take upon themselves the whole 
settlement of the pecuniary transactions between distant places, being 
remunerated by a small commission or percentage on the amount of each 
bill which they either sell or buy. Now, 1f the brokers find that they are 
asked for bills on the one part, to a greater amount than bills are offered 
to them on the other, they do not on this account refuse to give them: 
but since, in that case, they have no means of enabling the correspondents 
on whom their bills are drawn, to pay them when due, except by trans- 
mitting’ part of the amount in gold or silver, they require from those to 
whom they sell bills an additionai price, sufficient to cover the freight and 
insurance of the gold and silver, with a profit sufficient to compensate 
them for their trouble and for the temporary occupation of a portion of 
their capital. This premium (as it is called) the buyers are willing to 
pay, because they must otherwise go to the expense of remitting the 
precious metals themselves, and it is done cheaper by those who make 
doing it a part of their especial business. But although only some of 
those who have a debt to pay would have actyally to remit money, all 
will be obliged, by each other’s competition, to pay the premium ; and 
the brokers are for the same reason obliged to pay it to those whose bills 
they buy. The reverse of all this happens, if, on the comparison of 
exports and imports, the country, instead of having a balance to pay, has 
a balance to receive. The brokers find more bills offered to them, than 
are sufficient to cover those which they are required to grant Bills on 
forcign countries consequently fall to a discount; and the competition 
among the brokers, which 1s exceedingly active, prevents them from 
retaining this discount as a profit for themselves, and obliges them to give 
the benefit of it to those who buy the bills for purposes of remittance. 

Let us suppose that all countries had the same currency, as in the 
rogress of political improvement they one day will have: and, as most 
amiliar to the reader, let us suppose this currency to be the English. 
When England had the same number of pounds sterling to pay to 
France, which France had to pay to her, one set of merchants in England 
would want bills, and another set would have bills to dispose of, for the 
very same number of pounds steiling ; and consequently a bill on France 
for 100/. would sell for exactly 100/, or, in the phraseology of merchants, 
the exchange would be at par. As France also, on this supposition, 
would have an equal number of pounds sterling to pry’and to receive, bills 
on England would be at par in France, whenever bills on Fiance were at 
par in England. 

If, however, Englind had a larger sum to pay to France than to receive 
from her, there would be persons requiring bills on France for a greater 
number of pounds sterling than there were bills drawn by persons to 
whom money was due. A bill on France for 10o0/. would then sell for 
more than 100/., and bills would be said to be at a premium. The 
premium, however, could not exceed the cost and risk of making the 
remittance in gold, together with a trifling profit; becguse if it did, the 
debtor would send the gold itself, in preference to buying the bill. 
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If, on the contrary, England had more moncy to receive fiom France 
than to pay, there would be bills offeied for a greater number of pounds 
than were wanted for remittance, and the price of bills would fall below 

ar: a bill for 100/. might be bought for somewhat less than 100/, and 
ills would be said tobe ata discount.” 

When England has more to pay than to receive, France has more to 
receive than to pay, and wee cersd. When, therefore, in England, bills 
on France bear a premium, then, in Fiance, bills on England are at a 
discount . and when bills on Fiance are ata discount in England, bills 
on England are at a premium in Fiance. If they are at par in either 
country, they are so, as we have already seen, in both. 

Thus do matters stand between counties, or places, which have the 
same currency. So much of barbarism, however, still remains in the 
transactions of the most civilized nations, that almost all independent 
countries choose to assert their nationality by having, to their own in- 
convenience ard that of their neighbouts, a pecuhar curiency of their 
own. To our present purpose this makes no othe: difference, than that 
instead of speaking of egza/ sunis of money, we have to speak of eguevalent 
sums. By equivalent sums, when both cuitencies aie composed of the 
same metal, aie mcant sums which contain exactly the same quantity of 
the metal, in weight and fineness ; but when, as 1n the case of Fiance and 
England, the metals are different, what 1s meant 1s that the quantity of 
gold in the one sum, and the quantity of silver im the other, are of the 
same value in the genera] market of the world theie being no matenial 
difference between one place and another in the relative value of these 
metals Suppose 25 flancs to be (as within a tufling fraction it is) the 
equivalent of a pound steiling. The debts and credits of the two 
counties would be equal, when the one owed as many times 25 fiancs, as 
the other owed pounds When this was the case, a bill on Fiance for 
2500 francs would be worth in England 10o/, and a bill on England for 
100/. would be worth in France 2500 francs The exchange is then said 
to be at par: and 25 francs (in reality 25 francs and a tiifle more) 1s 
called the par of exchange with France. When England owed to France 
more than the equivalent of what Fiance owed to her, a bill for 2500 
francs would be at a premium, that 1s, would be woith more than rood. 
When France owed to England more than the equivalent of what 
England owed to France, a bill for 2500 francs would be worth less than 
joo/., or would be at a discount. 

When bills on foreign counties are ata premium, it 1s customary to say 
that the exchanges aie against the countiy, or unfavourable to it. In 
order to understand these phrases, we must take notice of what ‘the 
exchange’ in the language of merchants, really means. It means the 
power which the money of the country has of purchasing the money of 
other countries. Supposing 25 francs to be the exact par of exchange, 
then when it requires more than 100/. to buy a bill for 2500 francs, 100/. 
of English money are worth less than their real equivalent of French 
money. and this is called, an eachange unfavourable to England. The 
only persons in England, however, to whom it 1s really unfavouiable, are 
those who have money to pay in France; for they come into the bill 
market as buyers, and have to pay a premium: but to those who have 
money to receive in Fiance, the same state of things is favourable ; for 
they come as sellers and receive the premium. The picmium, however, 
indicates that a-balance is due by England, which must be eventually 
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liquidated in the piecious metals ; and since, according to the old theory, 
the benefit of a tiade consisted 1n bringing money into the country, this 
prejudice introduced the practice of calling the exchange favourable when 
it indicated a balance to 1eceive, and unfavourable when it indicated one 
to pay : and the phrases in turnttendcd to maintain the prejudice. 
§ 3, It might be supposed at fist sight that when the eachange is 
unfavourable, or in other woids, when bills are at a piemium, the 
plemium must always’ amount to a full equivalent for the cost of 
transmitting money: since, as there 1s really a balance to pay, and as 
the full cost must therefore be incuiied by some of those who have 
remittances to make, their competition will compel all to submit to an 
equivalent sacrifice. And such would certainly be the case, if it were 
always necessary that whatever is destined to be paid should be paid 
immediately. The expectation of great and immediate forcign payments 
sometimes produces a most startling effect on the exchanges.* Buta 
small excess of imports above exports, or any other small amount of debt 
to be paid to foreign countries, does not usually affect the eachanges to 
the full extent of the cost and 11sk of transporting bulhon. The length of 
credit allowed, generally peimits, on the part of some of the debtors, 
a postponement of payment, and in the meantime the balance may turn 
the other way, and 1estore the equality of debts and credits without any, 
actual transmission of the meta!s. And this 1s the more hhkely to happen, 
as there 1s a self-adjusting power in the vatiations of the exchange itself. 
Bills are at a premium because a greater raoney value has been importc! 
than expoited But the premium is itself an extia profit to those whe 
export. Lesides the price they obtain for their goods, they draw for the 
amount and gain the premium. It 1s, on the other hand, a diminution ot 
profit to those who 'mport. Besides the price of the goods, they have to 
pay a premium for remittance. So that what 1s called an unfavourable 
exchange 1s an encoulagement to export, aud a discoulagement to impo't. 
And 1f the balance due is of small amount, and 1s the consequence of some 
merely casual disturbance in the oidimary course of trade, it 1s soon 
liquidated in commoditics, and the account adjusted by means of bills, 
without the transmission of any bullion. Not so, however, when the 
excess of impoits above exports, which has made the exchange unfav our- 
able, arises from a permanent cause. In that case, what disturbed the 
equilibrium must have been the state of piices, and it can only be restoied 
by acting on prices. It 1s impossible that prices should be such as to 
Invite to an eacess of imports, and yct that the exports should be kept 
permanently up to the imports by the extra profit on exportation derived 


* On the news of Bonapaute’s landing from Elba, the price of bills advanced in 
one day as much as ten percent. Of course this premium was not a mere equiva- 
lent for cost of carriage, since the freight of such an article as gold, even with the 
addition of war insurance, could never have amounted to so much. This great 
price was an equivalent not for the difficulty of sending gold, but for the anticipated 
difficulty of procuring it to send ; the expectation being that there would be such 
immense remittances to the Continent 1n subsidies and for the support of armies, 
as would press hard on the stock of bullion in the country (which was then enurely 
denuded of specie), and this, too, in a shorter time than would allow of its being 
replenished. Accordingly the price of bullion rose likewise, with the same 
suddenness. It is hardly necessary to say that this took place during the Bank 
restriction. In a convertible state of the currency, no such thing could have 
occurred until the Bank stopped payment. - . 
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from the premium on bills; for if the exports were kept up to the 
imports, bills would not be at a premium, and the extra profit would not 
exist. It is through the prices of commodities that the correction must be 
administered. 

Disturbances, therefore, of the equilibiium of imports and exports, and 
consequent disturbances of the exchange, may be considered as of two 
classes: the one casual or accidental, which, if not on too large a scale, 
correct themselves through the premium on bills, without any transmission 
of the precious metals ; the other arising from the general state of prices, 
which cannot be corrected without the subtraction of actual money from 
the circulation of one of the countries, or an annihilation of credit 
equivalent to it, since the mere transmission of bullion (as distinguished 
from money), not having any effect on prices, is of no avail to abate the 
cause from which the disturbance proceeded. 

It remains to observe, that the exchanges do not depend on the balance 
of debts and credits with each country separately, but with all countries 
taken together. England may owe a balance of payments to France ; 
but it does not follow that the exchange with France will be against 
England, and that bills on France will be at a premium; because a 
balance may be due to England from Holland or Hamburg, and she may 
pay her debt to France with bills on those places ; which is technically 
called arbitration of exchange. There 1s some little additional expense, 
partly commission and, partly Joss of interest, in settling debts in this 
circuitous manner, and to the extent of that small difference the exchange 
with one country may vary apart from that with others ; but in the main, 
the exchanges with all foreign countiies vary together, according as the 
country has a balance to receive or to pay on the gencral result of its 
foicign transactions. 


CHAPTER XXI1. 


OF THE DISTRIBUTION OF 1HE PRECIOUS METALS THROUGH THE 
COMMERCIAL WORLD. 


§ 1. HAVING now examined the mechanism by which the commercial 
transactions between nations are actually conducted, we have next to 
inquire whether this mode of conducting them makes any difference in 
the conclusions respecting international values, which we previously 
arrived at on the hypothesis of barter. 

The nearest analogy would lead us to presume the negative. We did 
not find that the intervention of money and its substitutes made any 
difference in the’ law of value as applied to adjacent places. Things 
which would have been equal in value 1f the mode of exchange had been 
by barter, are worth equal sums of money. ‘The introduction of money is 
a mere addition of one more commodity, of which the value is regulated 
by the same laws as that of all other commodities. We shall not be 
surprised, therefore, if we find that international values also are deter- 
mined by the same causes under a money and bill system, as they would 
be under a system of barter; and that money has little to do in the 
matter, except to furnish a convenient mode of comparing values. 

All interchange, is, in substance and effect, barter ; he who sells his 
productions for money, and with that money buys other goods, really buys 
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those goods with his own produce. And so of nations: their trade is a 
mere exchange of exports for imports ; and whether money is employed 
or not, things are only in their permanent state when the exports and 
imports exactly pay for each a When this is the case, equal sums of 
money are due from each county to the other, the debts are settled by 
bills, and there is no balance to be paid in the precious metals. The 
trade is in a state like that which is calle in mechanics a condition of 
stable equilibrium. 

But the process by which things are brought back to this state when 
they happen to deviate from it, is, at least outwardly, not the same in a 
barter system and in a money system. Under the first, the country which 
wants more imports than its exports will pay for, must offer its exports at 
a cheaper rate, as the sole means of creating a demand for them sufficient 
to re-establish the equilibrium. When money is used, the country seems 
to do a thing totally different. She takes the additional imports at the 
same price as before, and as she exports no equivalent, the balance of 
payments turns against her; the exchange becomes unfavourable, and 
the difference has to be paid in money. This is in appearance a very 
distinct operation from the former. Let us see if it differs in its essence, 
or only in its mechanism. 

Let the country which has the balance to pay be England, and the 
country which receives it, France. By this transmission of the precious 
metals, the quantity of the currency is diminished in England, and 
increased in France. This I am at liberty to assume. As we shall see 
hereafter, it would be a very erroneous assumption 1f made in regard to 
all payments of international balances, A balance which has only to be 
paid once, such as the payment made for an extra importation of corn in 
a season of dearth, may be paid from hoards, or from the reserves of 
bankers, without acting on the circulation, But we are now supposing 
that there is an excess of imports over exports, arising from the fact that 
the equation of international demand 1s not yet established : that there 1s 
at the ordinary prices a permanent demand in England for more French 
goods than the English goods required in France at the ordinary prices 
will pay for. When this is the case, 1f a change were not made in the 

rices, there would be a perpetually renewed balance to be paid in money. 
The imports require to be permanently diminished or the exports to be 
increased : which can only be accomplished through prices: and hence, 
even if the balances are at first paid from hoards, or by the exportation of 
bullion, they will reach the circulation at last, for until they do, nothing 
can stop the drain, 

When, therefore, the state of prices is such that the equation of inter- 
national demand cannot establish itself, the country requiring more 
imports than can be paid for by her exports, it is afsign that the 
country has more of the precious metals or their substitutes, in cicula- 
tion, than can permanently circulate, and must necessarily part with some 
of them before the balance can be restored. Her currency is accordingly 
contracted: prices fall, and among the rest, the prices of exportable 
articles ; for which, accordingly, there arises, in foreign countries, a 
greater demand: while imported commodities have possibly risen in 

rice, from the influx of money into foreign countries, and at all events 
have not participated in the general fall. But until the increased cheap- 
ness of English goods induces foreign countries to take a greater pecuniary 
yalue, or until the increased dearnese (positive or compatative) of foreign 
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goods makes England take a less pecumary value, the exports of England 
will be no nearer to paying for her imports than before, and the stream of 
the precious metals which had begun to flow out of England, will still flow 
on. This efflux will continue, until the fall of prices in England brings 
within reach of the foreign maiket some commodity which England did 
not previously send thither; gr until the reduced price of the things 
which she did send. has forced a demand abroad for a sufficient quantity 
to pay for the imports, aided, perhaps, by a reduction of the English 
demand for foreign goods, from their enhanced pnice, either positive or 
comparative. 

Now this 1s the very process which took place on our original supposi- 
tion of barter. Not only, therefore, does the trade between nations tend 
to the same equilibrium between exports and imports, whether money 1s 
employed or not, but the means by which this equilibrium 1s established 
are essentially the same. The country whose exports are not sufficient 
to pay for her imports, offers them on cheaper terms, until she succeeds 
in forcing the necessary demand: 1n other words, the Equation of Inter- 
national Demand, under a money system as well as under a barter 
system, is the law of international trade. Evely country exports and 
imports the very same things, and in the very same quantity, under the 
one system as urder the other. In a barter system, the trade gravitates 
to the point at which the sum of the imports exactly exchanges for the 
sum of the exports: in a money system, it gravitates to the point at 
which the sum of the imports’ and the sum of the exports exchange for 
the same quantity of money. And since things which are equal to the 
same thing are equal to one another, the exports and imports which are 
equal in money price, would, 1f money were not used, precisely exchange 
for one another.* 


* The subjoined extract from the separate Essay previously referred to, will 
give some assistance in following the course of the phenomena. It 1s adapted to 
the imaginary case used for illustration throughout that Essay, the case of a trade 
between England and Germany in cloth and linen, 

‘We may, at first, make whatever supposition we will with respect to the value 
of money. Let us suppose, therefore, that before the opening of the trade, the 
price of cloth is the same in both countries, namely, six shillings per yard. As ro 
yards of cloth were supposed to exchange in England for 15 yards of linen, in 
Germany for 20, we must suppose that linen is sold in England at four shillings 
per yaid, in Germany at three. Cost of car.iage and importer’s profit are left, as 
before, out of consideration. 

‘In this state of prices, cloth, it 1s evident, cannot yet be exported from England 
into Germany ; but linen can be imported from Germany into England. It will 
be so ; and, 1n the first instance, the linen will be paid for in money, 

‘The efflux of money from England, and its influx into Germany, will raise 
money prices in the latter country, and lower them m the former. Linen will 
rise in Germany above three shillings per yard, and cloth above six shillings. 
Linen in England, being wmported from Germany, will (since cost of carnage is 
not reckoned) sink to the same price as in that country, while cloth will fall below 
six shillings. As soon as the price of cloth 1s lower in England than in Germany, 
it will begin to be exported, and the price of cloth in Germany will fall to what it 
is in England. As long as the cloth caported does not suffice to pay for the linen 
imported, money will continue to flow from England into Germany, and prices 
yenerally will continue to fall in England and rise in Germany. By the fall, 
nowever, of cloth in England, cloth will fall in Germany also, and the demand 
for it will increase. By the rise of linen in Germany, linen must rise m England 
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§ 2. It thus appears that the Jaw of international values, and, con- 
sequently, the division of the advantages of trade among the nations 
which carry it on, ate the same, on the supposition of money, as they 
would be in a state of barter., In international, as in ordinary domestic 
also, and the demand for it will diminish. As cloth fell in price and linen rose, 
there would be some particular price of botlf articles at which the cloth exported 
and the linen imported would exactly pay for each other. At this point prices 
would :emain, because money would then cease to move out of England into 
Germany. What this point might be, would entirely depend upon the circum- 
stances and inclinations of the purchasers on both sides. If the fall of cloth did 
not much increase the demand for it in Germany, and the rise of linen did not 
diminish very rapilly the demand for it in England, much money must pass before 
the equilibrium 1s restored; cloth would fall very much, and linen would nise, 
until England, perhaps, had to pay nearly as much for 1t as when she produced it 
for herself. But if, on the contrary, the fall of cloth caused a very rapid increase 
of the demand for 1t in Germany, and the rise of linen in Germany reduced very 
rapidly the demand in England from what it was under the influence of the first 
cheapness produced by the opening of the trade ; the cloth would very soon suffice 
to pay for the linen, little money would pass between the two countries, and 
England would derive a large portion of the benefit of the trade. We have thus 
arrived at precisely the same conclusion, in supposing the employment of money, 
which we found to hold under the supposition of barter. 

“In what shape the benefit accrues to the two nations from the trade, is clear 
enough. Germany, before the commencement of the trade, paid six shillings per 
yard for broadcloth : she now obtains it at a Yower price. This, however, 1s not 
the whole of her advantage. As the money-prices of all hgr other commodities 
have risen, the money-incomes of all her producers have increased. Thuis is no 
advantage to them in buying from each other, because the price of what they buy 
has risen in the same ratio with their means cf paying for it: but it 1s an advantage 
to them in buying anything which has not nisen, and, still more, anything which 
has fallen. They, therefore, benefit as consumers of cloth, not merely to the 
extent to which cloth has fallen, but also to the extent to which other prices have 
tisen, Suppose that this 1s one-tenth. The same proportion of their money- 
incomes as before, will suffice to supply their other wants; and the remainder, 
being increased one-tenth in amount, will enable them to purchase one-tenth more 
cloth than before, even though cloth had not fallen: but it has fallen; so that they 
are doubly gainers They purchase the same quantity with less money, and have 
more to expend upon their other wants. 

‘In England, on the contrary, general money-prices have fallen. Linen, 
hovcver, has fallen more than the rest, having been lowered in price by im- 
portation from a country whcre it was cheaper; whereas the others have fallen 
only from the consequent efflux of money. Notwithstanding, therefore, the 
general fall of money-prices, the English producers will be exactly as they were 
in all other respects, while they will gain as purchasers of linen. 

‘The greater the efflux of money required to restore the equlibnum, the 

eater will be the gain of Germany, both by the fall of cloth and by the rise of 

er gencral prices. The less the efllux of money requisite, the greater will be 
the gain of England; because the price of linen will continue lower, and her 
general prices will not be reduced so much. It must not, however, be imagined 
that high moncy-prices are a good, and low money-prices an evil, in themselves. 
But the higher the general money-prices in any country, the greater will be that 
country’s ineans of purchasing those commodities, which, being smported from 
abroad, are independent of the causes which keep prices high at home.’ 

In practice, the cloth and the linen would not, as here supposed, be at the 
same price in England and in Germany: each would be dcarer in money-price 
in the country which imported than in that which produc:d it, by the amount of 
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interchanges, money is to commerce only what oil {s to machinery, 
er railways to locomotion, a contrivance to diminish friction. In order 
still further to test these conclusions, let us proceed to re-examine, on the 
supposition of money, a question which we have already investigated on 
the hypothesis of barter, namely, to what’extent the benefit of an improve- 
ment in the production of an exportabl'f aiticle, is participated in by the 
countries importing 1t. 

The improvement may either consist in the cheapening of some article 
which was already a staple production of the country, or in the establish- 
ment of some new branch of industry, or of some process rendeiing an 
aiticle exportable which had not till then been exported at all. It will be 
convenient to begin with the case of a new export, as being somewhat the 
sunpler of the two. 

The first effect 1s that the article falls in price, and a demand arises for 
itabroad. This new exportation disturbs the balance, turns the exchanges, 
money flows :nto the country (which we shall suppose to be England), and 
continues to flow until prices rise. This higher range of prices will some- 
what check the demand in foreign countries for the new article of export ; 
and will diminish the demand which existed abroad for the other things 
which England was in the habit of exportmg. The exports will thus be 
dimimished ; wlule at the same time the English public, having moe 
moncy, will have a greater power of purchasing foreign commodities. If 
they make use of this increased power of purchase, there will be an 
increase of imports. and by this, and the check to exportation, the 
equilibrium of imports and exports will be restored. The result to foreign 
countries will be, that they have to pay dearer than before for their other 
imports, and obtain the new commodity cheaper than before, but not so 
much cheaper as England herself does. I say this, being well aware that 
the article would be actually at the very same puice (cost of carriage 
excepted) m England and in other countries. The cheapness, however, 
of the article 1s not measured solely by the moncy-price, but by that price 
compared with the moncy-incomes of the consumers. The price is the 
same to the English and to the foreign consumers ; but the former pay 
that price from money-incomes which have been increased by the new 
distribution of the precious metals ; while the latter have had their money 
incomes probably diminished by the same cause. The trade, therefore, 
has not nnparted to the foreign consumer the whole, but only a portion, of 
the benefit which the English consumer has derived from the improve- 
ment; while England has also benefited in the prices of foreign com- 
modities. ‘Thus, then, any industrial improvement which leads to the 
opening of a new branch of export trade, benefits a country not only by 
the cheapness of the article in which the improvement has taken place, 
but by a general cheapening of all imported products. 








the cost of carriage, together with the ordinary profit on the importer’s capital for 
the average length of time which elapsed before the commodity could be disposed 
of. But it does not follow that each country pays the cost of carriage of the 
commodity it imports ; for the addition of this item to the price may operate as a 
greater check to demand on one side than on the other; and the equation of 
international demand, and consequent equilibrium of payments, may not be 
maintained. Money would then flow out of one country into the other, until, in 
the manner already illustrated, the equilibrium was restored: and, when this was 


oe one country would be paying more than its own cost of carriage, and the 
other less. ° 
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Let us now change the hypothesis, and suppose that the improvement, 
instead of creating a new export from England, cheapens an existing one. 
When we examined this case on the supposition of barter, it appeared to 
us that the foreign consumers m@ht either obtain the same benefit from 
the improvement as England h@rself, or a less benefit, or even a greater 
benefit, according to the degrce in which the consumption of the cheapened 
article is calculated to extend itself as the article diminishes im price. 
The same conclusions will be found true on the supposition of money. 

Let the commodity in which there is an unprovement be cloth. The 
first effect of the improvement is that its piice falls, and there is an 
increased demand for it in the foreign market. But this demand is of 
uncertain amount. Suppose the foreign consumers to increase their 

urchases 1n the exact ratio of the cheapness, or in other words, to lay out 
incloth the same sum of money as before ; the same aggregate payment as 
before will be due from foreign countries to England ; the equilibrium of 
exports and imports will remain undisturbed, and foreigners will obtain 
the full advantage of the increased cheapness of cloth But if the foreign 
demand for cloth is of such a character as to increase in a greater ratio 
than the cheapness, a larger sum than formerly will be due to England for 
cloth, and when paid will raise English prices, the price of cloth included ; 
this rise, however, will affect only the foreign purchaser, English incomes 
being raised in a corresponding proportion ; and the fo1eign consumer 
will thus derive a less advantage than England from the mprovement. 
If, on the contrary, the cheapening of cloth does fhot extend the foreign 
demand for it ina proportional degree, a less sum of debts than before 
will be due to England for cloth, while there will be the usual sum of debts 
due from England to foreign countnes ; the balance of trade will turn 
against England, money will be exported, prices (that of cloth included) 
will fall, and cloth will eventually be chcapened to the foreign purchaser 
in a still greater ratio, than the improvement has cheapened it to England. 
These are the very conclusions which we deduced on the hypothesis of 
barter. 

The result of the preceding discussion cannot be better summed up than 
in the words of Ricardo* ‘Gold and silver having been chosen for the 
general medium of circulation, they are, by the competition of commerce, 
distributed in such proportions amongst the different countries of the 
world, as to accommodate themselves to the natural traffic which would 
take place if no such metals existed, and the trade between countries were 
purely a trade of barter’ Of this principle, so fertile in consequences, 

revious to which the theory of foreign trade was an unintelligible chaos, 

r. Ricardo, though he did not pursue it into its ramifications, was the 
real originator. No writer who preceded him appears to have had a 
glimpse of it: and few are those who even since his treme have had an 
adequate conception of its scientific value. 

§ 3. It is now necessary to enquire, in what manner this law of distri- 
bution of the precious metals by means of the exchanges, affects the 
exchange value of money itself ; and how it tallies with the law by which 
we found that the value of money is regulated when imported as a mere 
article of merchandize. For there is here a semblance of contradiction, 
which has, I think, contributed more than anything else to make some 
distinguished political economists resist the evidence of the preceding 


© Principles of Political Economy and Taxation, 3rd ed p. 143, 
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doctrines. Money, they justly think, is no exception to the general laws 
of value ; it is a commodity hke any other, and its average or natural 
value must depend on the cost of producing, or at least of obtaining it. 
That its distribution through the world, ‘herefore, and its different value 
in different places, should be hable to be altered, not by causes affecting 
itself, but by a hundred causes ginconnccted with it; by everything which 
affects the trade im other commodities, so as to derange the equilibiium of 
exports and unports; appears to these thinkers a doctrine altogether 
inadmissible, 

But the supposed anomaly exists only in semblance. The causes which 
bring money into or carry it out of a country through the exchanges to 
restore the equilibrium of trade, and which thereby raise its value in some 
countries and lower it in others, are the very same causes on which the 
local value of money would depend, if it were never imported except as a 
mmerchandize, and never except directly from the mines. When the value | 
of money in a country 1s permanently lowered by an influx of it through 
the balance of trade, the cause, if 1t is not diminished cost of production, 
must be one of those causes which compel a new adjustment, more 
favourable to the country, of the equation of international demand: 
namely, either an increased demand abroad for her commodities, or a 
diminished demand on her part for those of foreign countries. Now an 
increased foreign demand for the commodities of a country, or a diminished 
demand in the country for imported commodities, are the very causes 
which, on the general principles of trade, enable a country to purchase all 
imports, and consequently the precious metals, at a lowervalue. There is 
therefore no contradiction, but tke most perfect accordance, in the results 
of the two different modes in which the precious metals may be obtained. 
When money flows from country to country in consequence of changes in 
the international demand for commodities, and by so doing alters its own 
local value, it merely realizes, by a more rapid process, the effect which 
would otherwise take place more slowly, by an alteration in the relative 
breadth of the streams by which the precious metals flow into different 
1egions of the earth from the mining countries. As therefore we befoie 
saw that the use of money as a medium of exchange does not in the least 
alter the Jaw on which the values of other things, either in the same 
country or internationally, depend, so neither does it alter the law of the’ 
value of the precious metal itself: and there is in the whole doctrine of 
international values as now laid down, a unity and harmony which is a 
strong collateral presumption of truth. 

§ 4. Before closing this discussion, it is fitting to point out in what 
manner and degrce the preceding conclusions are affected by the eaistence 
of ternational payments not o1ginating m commerce, and for which no 
equivalent in eith€r money or Commodities is expected or received ; such 
as a tribute, or remittances of rent to absentee landlords or of interest to 
foreign creditors, or a government expenditure abroad, such as England 
incurs in the management of some of her colonial dependencies, 

To begin with the case of barter. The supposed annual remittances 
being made in commodities, and being exports for which there 1s to be 
no return, it 1s no longer requisite that the imports and exports should pay 
for one another: on the contrary, there must be an annual excess of 
exports over imports, equal to the value of the remittance. If, before the’ 
country became liable to the annual payment, foreign commerce was in 
its natural state of equilibrium, it will now be necessary for the purpose of 
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effecting the remittances, that foreign countries should be induced to take 
a greater quantity of exports than before ; which can only be done by 
offering those exports on cheaper terms, or in other words, by paying 
dearer for forergn commoditie4 ‘Tle international values will so adjust 
themselves that either by great@r exports, or smaller imports, or both, the 
requisite excess on the side of exports gill be brought about; and this 
excess will become the permanent state. The result 1s, that a country 
which makes regular payments to foreign countries, besides losing what It 

ays, loses also something more, by the less advantageous terms on which 
it 1s forced to exchange its productions for foreign commodities. 

The same results follow on the supposition of money. Commerce being 
supposed to be in a state of equilibrium when the obligatory remittances 
begin, the first remittance 1s necessarily made in money. This lowers 
prices in the 1emitting country, and raiscs them in the receiving. ‘The 
natural effect 1s that more commodities are exported than before, and 
fewer imported, and that, on the score of commerce alone, a balance of 
moncy will be constantly due fiom the receiving to the paying country. 
When the debt thus annually due to the tributary country becomes equal 
to the annual tribute or other regular payment due from it, no further 
transmission of money takes place; the equilib1ium of exports and 1mports 
will no longer exist, but that of payments will: the exchange will be at 
par, the two debts will be set off against one anothcr, and the tiibute or 
remittance will be virtually paid in goods. The result to the interests of 
the two countries will be as already pointed out® the paying country will 
give a higher puice for all that it buys from the receying country, while 
the latter, besides receiving the tribute, obtains the exportable produce of 
the tributary country at a lower price. 


CHAPTER XXII, 


INFLUENCE OF THE CURRENCY ON EXCHANGES AND ON FOREIGN 
TRADE. 

§ 1. IN our inquiry into the laws of international trade, we commenced 
with the principles which determine international exchanges and inter- 
national values on the hypothesis of barter. We next showed that the 
introduction of money as a medium of exchange, makes no difference in 
the Jaws of exchanges and of values between country and country, no 
more than between individual and individual : since the precious metals, 
under the influence of those same laws, distribute themselves 1n such pro- 
portions among the different countries of the world, as to allow the very 
same exchanges to go on, and at the same values, as would be the case 
under a system of barter. We lastly considered how the value of money 
itself is affected, by those alterations in the state of trade which arise from 
alterations either m the demand and supply of commodities or in their 
cost of production. It remains to consider the alterations in the state of 
trade which originate not in commodities but in money. 

Cold and silver may vary like other things, though they are not liable 
to vary so much as other things, in their cost of production. The demand 
for them in foreign countries may also vary. It may increase, by 
augmented employment of the metals for purposes of art and ornament, or 
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because the increase of production and of transactions las created a 
greater amount of business to be done by the circulating medium. It may 
diminish, for the opposite reasons ; or from the extension of the econo- 
mizing expedients by which the use of meta jic money is partially dispensed 
with. These changes act upon the trade t2tween other countries and the 
mining countries, and upon the value of the precious metals, according to 
the general laws of the value of imported commodities: which have been 
set forth in the previous chapters with sufficient fulness. 

What I propose to examine in the present chapter, is, not those circum- 
stances affecting money, which altered the permanent conditions of its 
value ; but the effects produced on international trade by casual or 
temporary variations in the value of money, which have no connexion with 
any causes affecting its permanent value. This isa subyect of importance, 
on account of its bearing upon the practical problem which has excited so 
much discussion for fifty years past, the regulation of the currency. 

§ 2. Let us suppose in any country a circulating medium purely metallic, 
and a sudden casual increase made to it ; for example, by bringing again 
into circulation hoards of treasure, which had been concealed in a previous 
period of foreign invasion or internal disorder. The natural effect would 
be, a rise of prices. This would check exports, and encourage imports ; 
the imports would exceed the exports, the exchanges would become 
unfavourable, and the newly-acquired stock of money would diffuse itself 
over all countries with which the supposed country carried on trade, and 
from them, progressively, .hrougk all parts of the commercial wold. The 
money which thus qverflowed would spread itself to an equal depth over 
all commercial countries. For it would go on flowing until the exports 
and imports again balanced one another : and this (as no change is sup- 
posed in the permanent circumstances of international demand) could 
only be, when the money had diffused itself so equally that prices had 
risen in the same ratio in all countries, so that the alteration of price 
would be for all practical purposes ineffective, and the exports and imports, 
though at a higher money valuation, would be exactly the same as they 
were Originally. This diminished value of money throughout the world, 
would cause a suspension, or at least a diminution, of the annual supply 
from the mines; since the metal would no longer command a value 
equivalent to its highest cost of production. The annual waste would, 
therefore, not be fully made up, and the usual causes of destruction would 
gradually reduce the aggregate quantity of the precious metals to its 
former amount ; after which their production would recommence on its 
former scale. The discovery of the treasure would thus produce only 
temporary effects ; namely, a brief disturbance of international trade until 
the treasure had dissemmmated itself through the world, and then a 
temporary depression in the value of the metal, below that which cor- 
responds to the cost of producing or of obtaining it; which depression 
would gradually be corrected, by a temporar’ly diminished production in 
the producing countries, and importation ‘n th- importing countries, 

The same effects which would thus arise from the discovery of a 
treasure, accompany the process by which bank notes, or any of the other 
substitutes for money, take the place of the precious metals. Suppose that 
England possessed a currency wholly metallic, of twenty millions sterling, 
and that suddenly twenty millions of bank notes were sent into circulation. 
If these were issued by bankers, they would be employed in loans, or in 
the purchase of securities, and would therefore create a sudden fall in the 
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rate of interest, which would probably send a great part of the twenty 
millions of gold out of the country as capital, to seek a higher rate of 
interest elsewhere, before there,had been time for any action on prices. 
But we will suppose that the nes are not issued by bankers, or money- 
lenders of any kind, but by mafufacturers, in the payment of wages and 
purchase of materials, or by the government in its ordinary expenses, so 
that the whole amount would be rapidly carried into the markets for com- 
modities. The following would be the natural order of consequences. 
All prices would rise greatly. Exportation would almost cease ; impor- 
tation would be prodigiously stimulated. A great balance of payments 
would become due ; the exchanges would turn against England, to the full 
extent of the cost of exporting money ; and the surplus com would pour 
itself rapidly forth, over the various countries of the world, in the order of 
their proximity, geographically and commercially, to England. The efflux 
would continue until the currencies of all countries had come to a level ; 
by which I do not mean, until money became of the same value every- 
where, but until the differences were only those which existed before, and 
which corresponded to permanent differences in the cost of obtaining it. 
When the rise of prices had extended itself in an equal degree to all 
countries, exports and imports would everywhere revert to what they were 
at first, would balance one another, and the exchanges would return to 
par. So large a sum of money as twenty millions, even when spread over 
the whole surface of the commercial werld, weuld probably raise the 
general level in a perceptible degree ; but for no very long period. No 
alteration having occurred in the general conditions* under which the 
metals were procured, either in the world at large or in any part of it, the 
reduced value would no Jonger be remunerating, and the supply from the 
mines would cease partially or wholly, until the twenty millions were 
absorbed ; after which absorption, the currencies of all countries would 
be, in quantity and in value, nearly at their original Icvel. I say nearly, 
for in strict accuracy there would be a shght difference. A somewhat 
smaller annual supply of the precious metals would now be required, 
there being in the world twenty mullions less of metallic money under- 
going waste. The equilibrium of payments, consequently, between the 
mining countries and the rest of the world, would thenceforth 1equire that 
the mining countries should either export rather more of something else, 
or import rather less of foreign commodities ; which implies a somewhat 
lower range of prices than previously in the mining countries, and a some- 
what higher in all others ; a scantier currency in the former, and rather 
fuller currencies 1n the latter. This effect, which would be too trifling to 
require notice except for the illustration of a puinciple, is the only per- 
manent change which would be produced on international trade, or on the 
value or quantity of the currency of any country. 

Effects of another kind, however, will have been produced. Twenty 
millions which formerly existed in the unproductive form of metallic 
money, have been converted into what is, or is capable of becoming, pro- 
ductive capital. This gain is at first made by England at the expense of 
other countries, who have taken her superfluity of this costly and unpro- 
ductive article off her hands, giving for it an equivalent value in other 
commodities. By degrees the loss is made up to those countries by 
diminished influx from the mines, and finally the world has gained a 
virtual addition of twenty millions to its productive resources. Adam 
Smith’s illustration, though so well known, deserves for its extreme aptness 
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to be once more repeated. He compares the substitution of paper in the 
room of the precious metals, to the construction of a highway through the 
air, by which the ground now occupied bv roads would become available 
for agriculture, As in that case a porta of the soil, so in this a part of 
the accumulated wealth of the country, fould be reheved from a function 
in which it was only employed m rendering other soils and capitals pro- 
ductive, and would itself become applicable to production ; the office it 
previously fulfilled being equally well discharged by a medium which 
costs nothing. 

The value*saved to the community by thus dispensing with metallic 
money, 1s a clear gain to those who provide the substitute. They have 
the use of twenty millions of circulatmg medium which have cost them 
only the expense of an engraver’s plate. If they employ this accession to 
their fortunes as productive capital, the produce of the country 1s increased 
and the community benefited, as much as by any other capital of equal 
amount. Whether it 1s so employed or not, depends, in some degree, 
upon the mode of issuing it. If issued by the government, and employed 
in paying off debt, it would probably become productive capital. The 
government, however, may prefer employing this extraordinary resource 
in its ordinary expenses : may squander it uselessly, or make it a mere 
temporary substitute for taxation to an equivalent amount: in which last 
case the amount is saved by the taxpayers at large, who either add it to 
their capital or spend it as income. When paper currency is supphed, 
as in our own country, by bankers and banking companies, the amount is 
almost wholly turned into productive capital : for the issuers, bemg at all 
times liable to be called upon to refund the value, are under the strongest 
inducements not to squander it, and the only cases in which it Is not 
forthcoming are cases of fraud or mismanagement. A banker’s profession 
being that of a money lender, his issue of notes is a simple extension of 
his ordinary occupation. He lends the amount to farmers, manufacturers, 
or dealers, who employ it in their several businesses. So employed, it 
yields, like any other capital, wages of labour and profits of stock. The 
profit is shared between the banker, who receives interest, and a succes- 
sion of borrowers, mostly for short periods, who, after paying the interest, 
gain a profit in addition, or a convenience equivalent to profit. The 
capital itsclf in the long run becomes entirely wages, and when 
replaced by the sale of the produce, becomes wages again ; thus affording 
a perpetual fund of the value of twenty millions for the maintenance of 
productive labour, and increasing the annual produce of the country by 
all that can be produced through the means of a capital of that value. 
To this gain must be added a further saving to the country, of the annual 
supply of the precious metals necessary for repauing the wear and tear, 
and other waste, of a metallic currency. 

The substitution, therefore, of paper for the precious metals, should 
always be carried as far as is consistent with safety: no greater amount 
of metallic currency being retained, than is necessary to maintain, both in 
fact and in public belief, the convertibility of the paper. A country with 
the extensive commercial relations of England, 1s hable to be suddenly 
called upon for large foreign payments, sometimes in loans, or other 
investments of capital abroad, sometimes as the price of some unusual 
importation of goods, the most frequent case being that of large importa- 
tions of food, consequent on a bad harvest. To meet such demands it is 
necessary that there should be, either in circulation or in the coffers of 
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the banks, coin or bullion to a very considerable amount, and that this, 
when drawn out by any emergency, should be allowed to return after the 
emergency is past. But since gold wanted for exportation is almost 
invanably drawn from the resets of the banks, and 1s never likely to be 
taken directly from the circulagon while the banks remain solvent, the 
only advantage which can be obtained frem retaining partially a metallic 
currency for daily purposes, is that the banks may occasionally replenish 
their reserves from it. 

3. When metallic money had been entirely superseded and expelled 
from circulation, by the substitution of an equal amount of bank notes, 
any attempt to keep a still further quantity of paper in circulation must, 
if the notes are convertible, be a complete failure. The new issue would 
again set in motion the same train of consequences by which the gold 
coin had already becn expelled. The metals would, as before, be required 
for exportation, and would be for that purpose demanded from the banks, 
to the full extent of the superfluous notes ; which thus could not possibly 
be retained in circulation. If, indeed, the notes were inconvertible, there 
would be no such obstacle to the increase of their quantity. An incon- 
vertible paper acts in the same way as a convertible, while there remains 
any coin for it to supersede: the difference begins to manifest itself 
when all the coin is driven from circulation (except what may be retained 
for the convenience of small change), and the issues still go on increasing. 
When the paper begins to exceed in quantity the metallic currency which 
it superscded, prices of course rise; things which were worth 5/. in 
metallic money, become worth 6/. in inconvertible paper, or more, as the 
case may be. But this nse of price will not, as in the cases before 
examined, stimulate import, and discourage export. The impoits and 
exports are determined by the metallic prices of things, not by the paper 
prices : and it is only when the paper is exchanycable at pleasure for the 
metals, that metal prices and metallic prices must correspond. 

Let us suppose that England 1s the country which has the depreciated 
paper. Suppose that some English production could be bought, while 
the currency was still metallic, for 57, and sold in France for 5/. 1os., the 
difference covering the expense and risk, and affording a profit to the 
merchant. On account of the depreciation, this commodity will now cost 
in England 6/., and cannot be sold in France for more than 5/. Ios., and 
yet it will be exported as before. Why? Because the 5/. los. which the 
exporter can get for it in France, is not depreciated paper, but gold or 
silver ; and since in England bullion has risen, in the same proportion 
with other things--if the merchant brings the gold or silver to England, 
he can sell his 5¢. tos. for 6/. 12s., and obtain as before ro per cent. for 
profit and expenses 

It thus appears, that a depreciation of the currency oes not affect the 
foreign trade of the country: this 1s carried on precisely as if the currency 
maintained its value. But though the trade is not affected, the exchanges 
are. When the imports and exports are in equilibrium, the exchange, in 
a metallic currency, would be at par ; a bill on France for the equivalent 
of five sovereigns, would be worth five sovereigns. But five sovereigns, 
or the quantity of gold contained in them, having come to be worth in 
England 6/, it follows that a bill on France for 52. will be worth 6/, 
When, therefore, the read exchange is at par, there will be a nominal 
exchange against the country, of as much per cent. as the amount of the 
depreciation. If the currency is depreciated ro, 15, or 20 per cent., then 
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in whatever way the real exchange, arising from the variations of inter- 
national debts and credits, may vary, the guofed exchange will always 
differ 10, 15, or 20 per cent. from it. However high this nominal premium 
may be, it has no tendency to send efi out of the country, for the 
pes of drawing a bill against it dnd profiting by the premium ; 

ecause the gold so sent mustebe procured, not from the banks and at 
par, as in the case of a convertible currency, but in the market, at an 
advance of price equal to the premium. In such cases, instead of saying 
that the exchange 1s unfavourable, it would be a more correct representa- 
tion to say that the par has altered, since there is now required a larger 
quantity of English currency to be equivalent to the same quantity of 
foreign. The exchanges, however, continue to be computed according to 
the metallic par. The quoted exchanges, therefore, when there is a 
depreciated currency, are compounded of two elements or factors ; the 
real exchange, which follows the variations of international payments, and 
the nominal exchange, which varies with the depreciation of the currency, 
but which, while there is any depreciation at all, must always be unfavour- 
able. Since the amount of depreciation is exactly measured by the 
degree in which the market price of bullion exceeds the mint valuation, 
we have a sure criterion to determine What portion of the quoted ex- 
change, being referable to depreciation, may be struck off as nominal ; 
the result so corrected expressing the real exchange. 

The same disturbance of the exchanges and of international trade, 
which is produced by an increased issue of convertible bank notes, is in 
like manner prodticed by those extensions of credit, which, as was sc 
fully shown in a preceding chapter, have the same effect on prices as an 
increase of the currency. Whenever circumstances have given such an 
impulse to the spirit of speculation as to occasion a great increase of 
purchases on credit, money prices rise, just as much as they would have 
risen if each person who so buys on credit had bought with money. All 
the effects, therefore, must be similar. As a consequence of high prices, 
exportation is checked and importation stimulated ; though in fact the 
increase of importation seldom waits for the rise of prices which is the 
consequence of speculation, inasmuch as some of the great articles of 
import are usually among the things in which speculative overtrading 
first shows itself. There is, therefore, in such periods, usually a great 
excess of imports over exports ; and when the time comes at which these 
must be paid for, the exchanges become unfavourable, and gold flows out 
of the country. In what precise manner this efflux of gold takes effect 
on prices, fag a on circumstances of which we shall presently speak 
more fully; but that its effect is to make them recoil downwards, is 
certain and evident The recoil, once begun, generally becomes a total 
rout, and the unusual extension of credit is rapidly exchanged for an 
unusual contraction of it. Accordingly, when credit has been imprudently 
stretched, and the speculative spirit carried to excess, the turn of the 
exchanges, and consequent pressure on the banks to obtain gold for 
exportation, are generally the proximate cause of the catastrophe. But 
these phenomena, though a conspicuous accompaniment, are no essential 
part, of the collapse of credit called a commercial crisis ; which, as we 
formerly showed,* might happen to as great an extent, and is quite as 
likely to happen, in a country, if any such there were, altogether destitute 
of foreign trade. 

* Supra, pp. 357-8. 
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CHAPTER XXIII 
OF hs a OF INTEREST, 

§ 1. THE present seems the most preper place for discussing the cir- 
cumstances which determine the rate of intcrest. The interest of loans, 
being really a question of exchange value, falls naturally into the present 
division of our subject : and the two topics of Currency and Loans, though 
in themselves distinct, are so intimately blended in the phenomena of 
what 1s called the money market, that it 1s impossible to understand the one 
without the other, and in many minds the two subjects are mixed up in 
the most inextricable confusion. 

In the preceding Book* we defined the relation in which interest stands 
to profit. We found that the gross profit of capital might be distinguished 
into three parts, which are respectively the remuneration for risk, for 
trouble, and for the capital itself, and may be termed insurance, wages of 
superintendence, and interest. After making compensation for risk, that 
is, after covering the average losses to which capital 1s exposed either by 
the general circumstances of society or by the hazards of the particular 
employment, there remains a surplus, which partly goes to repay the 
owner of the capital for his abstinence, and partly the employer of it for 
his time and trouble. How much goes to the one and how much to the 
other, is shown by the amount of the refnuneration which, when the two 
functions are separated, the owner of capital can obtain from the employer 
for its use. This is evidently a question of demand and supply. Nor 
have demand and supply any different meaning or effect in this case from 
what they have in all others. The rate of interest will be such as to 
equalize the demand for loans with the supply of them. It will be such, 
that exactly as much as some people are desirous to borrow at that rate, 
others shall be willing to lend. If there 1s more offered than demanded, 
interest will fall ; 1f more is demanded than offered, it will rise ; and in 
both cases, to the point at which the equation of supply and demand is 
re-established. 

Both the demand and supply of loans fluctuate moe incessantly than 
any other demand or supply whatsoever, The fluctuations in other things 
depend on a limited number of influencing circumstances ; but the desire 
to borrow, and the willingness to lend, are more or less influenced by 
every circumstance which affects the state or prospects of industry or 
commerce, either generally or in any of their branches. The rate of 
interest, therefore, on good security, which alone we have here to consider 
(for interest in which considerations of risk bear a part may swell to any 
amount) is scldom, in the great centres of money trahsactions, precisely 
the same for two days together; as is shown by the never-ceasing 
variations in the quoted prices of the funds and other negociable 
securities. Nevertheless, there must be, as in other cases of value, some 
rate which (in the language of Adam Smith and Ricardo) may be called 
the natural rate ; some rate about which the market rate oscillates, and to 
which it always tends to return. This rate partly depends on the amount 
of accumulation going on in the hands of persons who cannot themselves 
attend to the employment of their savings, and partly on the comparative 


* Supra, book ii, ch, xv. § 1. 
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taste existing in the community for the active pursuits of industry, or for 
the leisure, ease, and independence of an annuitant. 

§ 2. To exclude casual fluctuations, we will suppose commerce to be in 
@ quiescent condition, no employment bfing unusually prosperous, and 
none particularly distressed. In these cifcumstances, the more thriving 
producers and traders have theer capital fully employed, and many are 
able to transact business to a considerably gieater extent than they have 
capital for. These are naturally borrowers ; and the amount which they 
desire to borrow, and can give security for, constitutes the demand for 
loans on account of productive employment To these must be added 
the loans required by Government, and by landowners or other unpro- 
ductive consumers who have good security to give. This constitutes the 
mass of loans for which there 1s an habitual demand. 

Now it 1s conceivable that there might exist, in the hands of persons 
disinclined or disqualified for engaging personally in business, a mass of 
capital equal to, and even exceeding, this demand. In that case there 
would be an habitual excess of competition on the part of lenders, and the 
rate of interest would bear a low proportion to the rate of profit. Intcrest 
would be forced down to the point which would either tempt borrowers to 
take a greater amount of loans than they had a reasonable eapectation of 
being able to employ in their business, or would so discourage a portion 
of the lenders, as to make them either foi bear to accumulate, or endeavour 
to increase their income, by engaging in business on their own account, 
and incurring the risks, if not the labours, of industrial employment. 

On the other hand, the capital owned by persons who prefer lending it 
at interest, or whose avocations prevent them from personally super- 
intending 1ts employment, may be short of the habitual demand for loans. 
It may be in great part absorbed by the investments afforded by the 
public debt and by mortgages, and the remainder may not be sufficient to 
supply the wants of commerce. If so, the rate of interest will be raised 
so high as 1n some way to re-establish the equilibrium When there 1s 
only a small difference between interest and profit, many borrowers may 
no longer be willing to increase their responsibilities and involve their 
credit for so small a remuneration : or some who would otherwise have 
engaged in business, may prefer leisure, and become lenders instead of 
borrowers : or others, under the inducement of high interest and easy in- 
vestment for their capital, may retire from business earlier, and with 
smaller fortunes, than they otherwise would have done. Or, lastly, there 
is another process by which, in England and other commercial countries, 
a large portion of the requisite supply of loans is obtained. Instead of its 
being afforded by persons not in business, the affording it may itself 
become a business, A portion of the capital employed in trade may be 
supplied by a class of professional money lenders. These money lenders, 
however, must have more than a mere interest; they must have the 
ordinary rate of profit on their capital, risk and all other circumstances 
being allowed for. But it can never answer to anyone who borrows for 
the purposes of his business, to pay a full profit for capital from which he 
will only derive a full profit: and money-lending, as an employment, for 
the regular supply of trade, cannot, therefore, be carried on except by 
persons who, in addition to their own capital, can lend their credit, or, in 
other words, the capital of other people: that is, bankers, and persons 
(such as bill-brokers) who are virtually bankers, since they receive money 
in deposit. A bank which lends its notes, lends capital which it borrows 
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from the community, and for which it pays no interest. A bank of deposit 
lends capital which it collects from the community in small parcels ; 
sometimes without paying any interest, as 1s the case with the London 
private bankers : and 1f, like tNe Scotch, the joint stock, and most of the 
country banks, it does pay interest, it still pays much less than it receives ; 
for the depositors, who in any Other way could mostly obtain for such 
small balances no interest worth taking arly trouble for, are glad to receive 
even a little. Having this subsidiary resource, bankets are enabled to 
obtain, by lending at interest, the ordinary rate of profit on their own 
capital. In any other manner, money-lending could not be carried on asa 
regular mode of business, except upon terms on which none would consent 
to borrow but persons cither counting on extraordinary profits, or in 
urgent necd ; unproductive consumers who have exceeded their means, or 
merchants in fear of bankruptcy. The disposable capital deposited in 
banks, or represented by bank notes, together with the funds belonging to 
those who, either from necessity or preference, live upon the interest of 
their property, constitute the general loan fund of the country . and the 
amount of this aggregate fund, when set against the habitual demands of 
producers and dealers, and those of the government and of unproductive 
consumers, deteimine the permanent or average rate of interest ; which 
must always be such as to adjust these two amounts to one another.* 
But while the whole of this mass of lent capital takes effect upon the 
permanent rate of interest, the fluctuations depend almost entirely upon 
the portion which is in the hands of bankers : fowit is that portion almost 
exclusively, which, being Ient for short times only, 1s continually in the 
market seeking an investment. The capital of thosé who live on the 
interest of their own fortunes, has generally sought and found some fixed 
investment such as the public funds, mortgages, or the bonds of public 
companies, which investment, except under peculiar temptations or 
necessities, 1s not changed. 

§ 3. Fluctuations in the rate of interest arise from variations either in 
the demand for loans, or in the supply. The supply 1s hable to variation, 
though less so than the demand. The willingness to lend is greater than 
usual at the commencement of a period of speculation, and much less 
than usual during the revulsion which follows. In speculative times, 
moncy-lenders as well as other people are inclined to extend their busi- 
ness by stretching their credit ; they lend more than usual (just as other 
classes of dealers and pioducers employ more than usual), of capital which 
does not belong to them. Accordingly, these are the times when the rate 
of interest is low ; though for this too (as we shall immediately sec), there 
are other causes. During the revulsion, on the contrary, interest always 
rises inordinately, because, while there is a most pressing need on the 


* I do not include in the general loan fund of the country the capitals, large as 
they sometimes are, which are habitually employed in speculatively buying and 
selling the public funds and other securities. It is true, that all who buy securities 
add, for the time, to the general amount of money on loan, and lower fro ¢anto 
the rate of interest. But as the persons I speak of buy only to sell again at a 
higher price, they are alternately in the position of lenders and of borrowers: their 
operations raise the rate of interest at one time, exactly as much as they lower it at 
another. Like all persons who buy and sell on speculation, their function is to 
equalize, not to raise or lower, the value of the commodity. When they speculate 
prudently, they temper the fluctuations of price ; when imprudently, they often 
aggravate them. 
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part of many persons to borrow, there is a general disinclination to lend) 
This disinclination, when at its extreme point, is called a panic. It occur 
when a succession of unexpected failures has created in the mercantil¢, 
and sometimes also in the non-mercarfile public, a gencral distrust i 
each other’s solvency ; disposing every gne not only to refuse fresh credit, 
except on very onerous terms, but to cali in, if possible, all credit which he 
has already given. Deposits are withdrawn from banks ; notes are re- 
turncd on the issuers in exchange for specie ; bankers raise their rate of 
discount, and withhold their customary advances; merchants refuse to 
renew mercantile bills. At such times the most calamitous consequences 
were formerly experienced from the attempt of the law to prevent more 
than a certain limited rate of interest from being givenortaken, Persons 
who could not borrow at five per cent, had to pay, not six or seven, but 
ten or fifteen per cent , to compensate the lender for risking the penalties 
of the Jaw : or had to sell securities or goods for ready money at a still 
greater sacrifice. These evils have been less felt since mercantile bills 
have been exempted by statute from the operation of the usury laws. 

Except at such periods, the amount of capital disposable on loan is 
subject to little other variation than that which arises from the gradual 
process of accumulation ; which process however, in the great com- 
mercial countries, 1s sufficiently rapid to account for the almost periodical 
recurrence of these fits of speculation ; since, when a few years have 
elapsed without a crisis, and no new and tempting channel for investment 
has been opened 1n the neanti’ne, there is always found to have occurred 
in those few years so large an increase of capital seeking investment, as 
to have lowered considerably the rate of interest, whether indicated by 
the prices of securities or by the rate of discount on bills; and this 
diminution of interest tempts the possessors to incur hazards in hopes of 
a more considerable return. 

The demand for loans varies much more largely than the supply, and 
embraces longer cycles of years in its aberrations. A time of war, for 
example, is a period of unusual drafts on the loan markets. The 
government, at such times, generally incurs new loans, and as these 
usually succeed each other rapidly as long as the war lasts, the general 
rate of interest is kept higher in war than in peace, without reference to 
the rate of profit, and productive industry is stinted of its usual supplies. 
During a part of the last war, she government could not borrow under six 
per cent., and of course all other borrowers had to pay at least as much. 
Nor does the influence of these loans altogether cease when the govern- 
ment ceases to contract others ; for those already contracted continue to 
afford an investment for a greatly increasec amount of the disposable 
capital of the country, which, if the national debt were paid off, would be 
added to the mass cf capital seeking investment, and (1ndependently of tem- 
porary disturbance) could not but, to some extent, permanently lower the 
rate of interest. 

The same effect on interest which is produced by government loans for 
war expenditure, is produced by the sudden opening of any new and 
generally attractive mode of permanent investment. ‘The only instance 
of the kind in recent history on a scale comparable to that of the war 
loans, is the absorption of capital in the construction of railways. This 
capital must have been principally drawn from the deposits in banks, or 
from savings which would have gone into deposit, and which were des« 
tined to be ultimately employed in buying securities from persons who 
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ould have employed the purchase money in discounts or other loans at 

terest : in either case, it was a draft on the gencral loan fund. It is, in 

ct, evident, that unless savingg were made expressly to be employed in 
railway adventure, the amount thus employed must have been denved 
tither from the actual capital df persons in business, or from capital 
whicli would have been lent to persons in*business. In the first case, the 
subtraction, by crippling their means, obliges them to be larger borrowers, 
in the second, it leaves less for them to borrow ; in either case it equally 
tends to raise the rate of interest. ; 

§ 4. From the preceding considerations it would be seen, even if 1t were 
not otherwise-evident, how great an error it is to imagine that the rate of 
interest bears any necessary relation to the quantity or value of the money 
in circulation. An inciease of the currency has in itself no effect, and 1s 
incapable of having any effect, on the rate of intcicst. A paper currency 
issued by government 1n the payment of its ordinary expenses, in however 
great excess it may be issued, affects the rate of interest in no manner 
whatever. It diminishes indeed the powcr of money to purchase com- 
modities, but not the power of money to purchase money. If a hundred 
pounds will buy a perpetual annuity of four pounds a year, a depreciation 
which makes the hundred pounds worth only half as much as before, has 
precisely the same effect on the four pounds, and therefore cannot alter 
the relation between the two. Unless, indeed, it 1s known and reckoned 
upon that the depreciation will only be temporayy ; for people certainly 
might be willing to lend the’ deprec ier currency on cheaper terms if 
they expected to be repaid in money of full value. . 

It is perfectly true that in England, and in most other commercial 
countries, an addition to the currency almost always seems to have the 
effect of lowering the rate of interest ; because it 1s almost always accom- 
panied by something which really has that tendency. The currency in 
common use, being a currency provided by bankers, 1s all issued in the 
way of loans, except such pait as happens to be employed in the purchase 
of gold or silver. The same operation, therefore, which adds to the cur- 
rency, also adds to the loans, or to the capital seeking investment on loan; 
properly, indeed, the currency is only increased in order that the loans 
may be increased Now, though as currency these issues have not an 
effect on interest, as loans they have. Inasmuch therefore as an expan- 
sion or contraction of paper currency, when that currency consists of 
bank notes, is always also an expansion or contractzon of credit ; the dis- 
tinction is seldom properly drawn between the effects which belong to it 
in the former and in the latter character. The confusion is thickened by 
the unfortunate misapplication of language, which designates the rate of 
interest by a phrase (‘the value of money’) which properly expresses the 
panes power of the circulating medium. Not only, therefore, are 

ank notes supposed to produce effects as currency, which they only pro- 
duce as loans, but attention is habitually diverted from effects similar in 
kind and much greater in degrec, when produced by an action on loans 
which does not happen to be accompanied by any action on the cur- 
rency. 

For example, in considering the effect produced by the proceedings of 
banks in encouraging the excesses of speculation, an immense effect 1s 
usually attributed to their issues of notes, but until of late hardly any 
attention was paid to the management of their deposits, although nothing 
is more certain than that their imprudent extensions of credit take place 
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more frequently by means of their deposits than of their issues. ‘There 
is no doubt,’ says Mr. Tooke,* ‘that banks, whether private or joint 
stock, may, if imprudently conducted, minister to an undue extension of! 
credit for the purpose of speculations, whéther in commoditics, or in over-: 
trading 1n exports or imports, or in builging or mining operations, and 
that they have so ministered nqt unfrequently, and in some cases to an 
extent ruinous to themselves, and without ultimate benefit to the parties to 
whose views their resources were made subservient.’ But, ‘supposing all 
the deposits received by a banker to be in coin, 1s he not, just as much as 
the issuing banker, exposed to the impoitunity of customers, whom it may 
be impolitic to refuse, for loans or discounts, or to be tempted by a high 
interest? and may he not be induced to encroach so much upon his de- 
posits, as to leave him, under not improbable cucumstances, unable to 
meet the demands of his depositors? In what respect, indced, would the 
case of a banker in a perfectly metallic circulation differ from that of a 
London banker of the present day? He is not a creator of money, he 
cannot avail himself of his pivilege as an issuer in aid of his other 
business, and yet there have been lamentable instances of London bankers 
issuing money 1n excess,’ 

In the discussions, too, which have been for so many years carried 
on respecting the operations of the Bank of England, and the effects pro- 
duced by those operations on the state of credit, although for nearly half a 
century there never has becn a commercial crisis which the Bank has not 
been strenuously accuseG eithef# of producing or of aggravating, it has 
been almost universally assumed that the influence of its acts was felt only 
through the amount of its notes in circulation, and that 1f it could be pre- 
vented from exercising any discretion as to that one featuie in its 
position, it would no longer have any power hable to abuse This at least 
is an error which, after the experience of the year 1847, we may hope has 
been committed for the last time. During that year the hands of the 
Bank were absolutely tied, in its character of a bank of issue; but 
through its operations as a bank of deposit 1t exeicised as great an 
influence, or apparent influence, on the rate of interest and the state of 
credit, as at any former period; it was exposed to as vehement 
accusations of abusing that influence ; and a crisis occurred, such as few 
that preceded it had equalled, and none perhaps surpassed in intensity. 

§ 5. Before quitting the general subject of this chapter, I will make the 
obvious remark, that the rate of interest determines the value and price of 
all those saleable articles, which are desired and bought, not for them- 
selves, but for the income which they are capable of yielding. The public 
funds, shares in joint stock companies, and all descriptions of securities, 
are at a high price in proporuon as the rate of interest is low. They are 
sold at the price which will give the market rate of interest on the pur- 
chase money, with allowance for all differences in the risk incurred, or in 
any circumstance of convenience. Exchequer bills, for example, usually 
sell at a higher price than consols, proportionally to the interest which 
they yield, because, although the security is the same, yet the former 
being annually paid off at pai, unless renewed by the holder, the 
purchaser (unless obliged to sell in a moment of geneial emergency) 
is in no danger of losing anything by the resale, except the premjum he 
may have paid. 
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The price of land, mines, and all other fixed sources of income, depends 
in like manner on the rate of interest. Land usually sells at a higher 
price, 1n proportion to the income afforded by it, than the public funds, 
not only because it is thought, even in this country, to be somewhat more 
secure, but because ideas of power and dignity are associated with 
its possession. But these differences arg constant, or nearly so; and in 
the variations of price, land follows, c@ferzs paribus, the permanent 
(though of course not the daily) variations of the rate of interest. When 
interest 1s low, land will naturally be dear; when interest is high, 
land will be cheap. The last war presented a striking eaception to 
this rule, since the price of land as well as the rate of intercst was 
then remarkably high For this, however, there was a special cause. 
The continuance of a very high average price of corn for many ycars had 
raised the rent of land even more than in proportion to the rise of interest 
and fall of the selling price of fixed incomes. Had it not been for this 
zccident, chiefly dependent on the seasons, land must have sustained as 
great a depreciation in value as the public funds: which it probably would 
do, were a war to break out hereafter; to the signal disappointment 
of those landlords and farmers who, generalizing from the casual circum- 
stances of a remarkable period, so long persuaded themselves that a state 
of war was peculiarly advantageous, and a state of peace disadvantageous, 
to what they chose to call the interests of agriculture. 


CHAPTER XXIV. 
OF THE REGULATION OF A CONVERTIBLE PAPER CURRENCY. 


§ 1. Tir frequent recurrence during the last half century of the painful 
serics of phenomena called a commercial crisis, has directed much of the 
attention both of economists and of practical politicians to the contriving 
of expedients for averting, or at the least, mitigating its evils. And the 
habit which grew up during the e1a of the Bank restriction, of ascribing 
all alternations of high and low price to the issues of banks, has caused 
inquirers in general to fix their hopes of success in moderating those 
vicissitudes, upon schemes for the regulation of bank notes. A scheme 
of this nature, after having obtained the sanction of high authorities, so 
far established itself in the public mind, as to be, with general appro- 
bation, converted into a law, at the last renewal of the Charter of the 
Bank of england : and the regulation is still in force, though with a gieat 
abatement of its popularity, and with its Ares//ge impaired by a temporary 
suspension, on the 1esponsibility of the executive, httle more than three 
years after its enactment. It 1s proper that the meris of this plan for the 
regulation of a convertible bank note currency should be here considered. 
Before touching upon the practical provisions of Sir Robert Peel’s Act of 
1844, | shall briefly state the nature and examine the grounds of the 
theory én which 1t 1s founded. 

It 1s believed by many that banks of issue universally, or the Bank of 
England in particular, have a power of throwing their notes into circu- 
lation, and thereby raising prices, aibitrarily ; that this power is only 
limited by the degree of moderation with which they think fit to exercise 
it; that when they increase their issues beyond the usual amount, the 
rise of prices, thus produced, generates a spirit of speculation in com- 


434 EXCHANGE. 


modities, which carries prices still higher, and ultimately causes a reaction 
and recoil, amounting in extreme cases to a commercial crisis ; and that 
every such crisis which has occurred in fhis country within mercantile 
memory, has been either originally prodiced by this cause, or greatly 
aggravated by it. To this extreme lengfh the currency theory has not 
been carried by the eminent pofitical economists who have given to a 
more moderate form of the same theory the sanction of their names. But 
I have not overstated the extravagance of the popular version ; which is 
a remarkable instance to what lengths a favourite theory will hurry, not 
the closet-students whose competency in such questions is often treated 
with so much contempt, but men of the world and of business, who pique 
themselves on the practical knowledge which they have at least had 
ample opportunities of acquiring. Not only has this fixed idea of the 
currency as the prime agent in the fluctuations of price made them shut 
their eyes to the multitude of circumstances which, by influencing the 
expectation of supply, are the true causes of almost all speculations and of 
almost all fluctuations of price ; but in order to bring about the chrono- 
logical agreement required by their theory between the variations of bank 
issues and those of prices, they have played such fantastic tricks with facts 
and dates as would be thought incredible, if an eminent practical 
authority had not taken the trouble of meeting them, on the ground of 
mere history, with an elaborate and systematic exposure. I refer, as all 
conversant with the subject must be aware, to Mr Tooke’s History of 
Puices. The result of Mr. Tooke’s investigations was thus stated by 
himself, in his examénation before the Commons Committee on the Bank 
Charter question in 1832 ; and the evidences of it stand recorded in his 
book : ‘In point of fact, and historically, as far as my researches have 
gone, in every signal instance of a rise or fall of prices, the rise or fall has 
preceded, and therefore could not be the effect of, an enlargement or con- 
traction of the bank circulation.’ 

The extravagance of the currency theorists, in attributing almost every 
rise or fall of prices to an enlargement or contraction of the issues of bank 
notes, has raised up, by reaction, a theory the extreme opposite of the 
former, of which, in scientific discussion, the most prominent representa- 
tives are Mr. Tooke and Mr. Fullarton. This counter-theory denies to 
bank notes, so long as their convertibility is maintained, any power what- 
ever of raising prices, and to banks any power of increasing their circu- 
lation, except as a conscquence of, and in proportion to, an increase of 
the business to be done. This last statement is supported by the unani- 
mous assurances of all the country bankers who have been examined 
before successive Parliamentary Committees on the subject. They all 
bear testimony that (in the words of Mr. Fullarton*) ‘ the amount of their 
issues is exclusively regulated by the extent of local dealings and 
expenditure in their respective districts, fluctuating with the fluctuations 
of production and price, and that they neither can increase their issues 
beyond the limits which the range of such dealings and expenditure 
prescribes, without the certainty of having their notes immediately 
returned to them, nor diminish them, but at an almost equal certainty 
of the vacancy being filled up from some other source.” From these 
premises it 1s argued by Mr. Tooke and Mr. Fullarton, that bank issues, 
since they cannot be increased in amount unless there be an increased 
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demand, cannot possibly raise prices ; cannot encourage speculation, nor 
occasion 2 commercial crisis ; and that the attempt to guard against that 
evil by an artificial management of the issue of notes, is of no effect for 
the intended purpose, and halle to produce other consequences extremely 
calamitous. 

§ 2. As much of this doctrine as rests upon testimony, and not upon 
inference, appears to me incontrovertfble. I give complete credence 
to the assertion of the country bankers, very clearly and correctly 
condensed into a small compass in the sentence just quoted from Mr. 
Fullarton. I am convinced that they cannot possibly increase their issue 
of notes in any other circumstances than those which are there stated. 
I] believe, also, that the theory, grounded by Mr. Fullarton upon this 
fact, contains a large portion of truth, and is far nearer to being the 
co of the whole truth than any form whatever of the currency 
theory. 

There are two states of the markets: one which may be termed the 
quiescent state, the other the expectant, or speculative state. The first 
is that in which there is nothing tending to engender in any considerable 
portion of the mercantile public a desire to extend their operations The 
paca produce and the dealers purchase only their usual stocks, 

ving no expectation of a more than usually rapid vent for them. Each 
person transacts his ordinary amount of business and no more, or in- 
creases it only in correspondence with the increase of his capital or con- 
nexions, or with the gradual growth of.the demand for his commodity, 
occasioned by the public prosperity. Not meditating any unusual ex- 
tension of their own operations, producers and dealers do not need more 
than the usual accommodation from bankers and other money lenders ; 
and as it is only by extending their loans that bankers increase their 
issues, none but a momentary augmentation of issues is in these circum. 
stances possible. If at a certain time of the year a portion of the public 
have larger payments to make than at other times, or if an individual, 
under some peculiar exigency, requires an extra advance, they may apply 
for more bank notes, and obtain them ; but the notes will nomore remain 
in circulation, than the extra quantity of Bank of England notes which 
are issued once in every three months in payment of the dividends. The 
person to whom, after being borrowed, the notes are paid away, has no 
extra payments to make, and no peculiar exigency, and he keeps them by 
him unused, or sends them into deposit, or repays with them a previous 
advance made to him by some banker: in any case, he does not buy 
commodities with them, since by the supposition there is nothing to 
induce him to lay in a larger stock of commodities than before. In this 
case, therefore, there can be no addition, at the discretion of bankers, 
to the general circulating medium: any increase of their issues either 
comes back to them, or remains idle in the hands of the public, and no 
rise takes place in prices. 

But there is another state of the markets strikingly contrasted with the 

receding, and (o this state it 1s not so obvious that the theory of Mr. 

ooke and Mr. Fullarton is applicable; namely, when an impression 
prevails, whether well founded or groundless, that the supply of one or 
more great articles of commerce is likely to fall short of the ordinary con- 
sumption. In such circumstances all persons connected with those com- 
modities desire to extend their operations, ‘The producers or importers 
desire to produce or import a larger quantity, speculators desire to lay in 
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a stock in order to profit by the expected rise of price, and holders of 
the commodity desire additional advances to enable them to continue 
holding. All these classes are disposed tg make a more than ordinary 
use of their credit, and to this desire it 1s"not demed that bankers very 
often unduly administer. Effects of the sime kind may be produced by 
anything which, exciting more than usual ‘aopes of profit, gives increased 
briskness to business for example, a sudden foreign demand for com- 
modities on a large scale, or the expectation of it; such as occurred on 
the opening of Spanish America to English trade, and has occuried on 
Various occasions in the trade with the United States. Such occurrences 
produce a tendency to a mise of price in exportable aiticles, and generate 
speculations, sometimes of a reasonable, and (as long as a large proportion 
of men in business prefer excitement to safety) frequently of an irrational 
or 1mmoderate character. In such cases there 1s a desire in the mer- 
cantile classes, or in some portion of them, to employ their credit, in a 
more than usual degree, as a power of purchasing. This is a state of 
business which, when pushed to an extreme length, brings on the revul- 
sion called a commercial crisis ; and it 1s a known fact that such periods 
of speculation hardly ever pass off without having been attended, during 
some part of their progress, by a considerable increase of bank notes. 

To this, howevei, it 1s replied by Mr. Tooke and Mr. Fullaiton, that 
the increase of the circulation always follows instead of preceding the 
rise of prices, and 1s not its cause, but its effect. That in the first place, 
the speculative purchases by whrch prices are raised, are not effected by 
bank notes but by cheques, or still more commonly on a simple book 
credit : and secondly, even if they were made with bank notes borrowed 
for that express purpose from bankers, the notes, after being used for 
that purpose, would, if not wanted for current transactions, be returned 
into deposit by the persons receiving them. In this I fully concur, and 
I regard it as proved, both scientifically and historically, that during the 
ascending period of speculation, and as long as it 1s confined to transac- 
tions between dealers, the issues of bank notes are seldom materially 
increased, nor contrilute anything to the speculative mse of prices. It 
seems to me, however, that this can no longer be affirmed when specula- 
tion has proceeded so far as to reach the producers. Speculative orders 
given by merchants to manufacturers induce them to extend their opera- 
tions, and to become applicants to bankers for increased advances, 
which, 1f made in notes, are not paid away to persons who return them 
into deposit, but are partially expended in paying wages, and pass into 
the various channels of retail trade, where they become directly effective 
in producing a further nse of prices. I cannot but think that this employ- 
ment of bank notes must have been powerfully operative on prices at the 
time when notes of one and two pounds valve were permitted by law. 
Admitting, however, that the prohibition of notes below five pounds has 
now rendered this part of their operation comparatively insignificant by 
greatly limiting their applicability to the payment of wages, there 1s 
another form of their instrumentality which comes into play in the later 
stages of speculation, and which forms the principal argument of the 
nore moderate supporters of the currency theory. Although advances 
by bankers are seldom demanded for the purpose of buying on specula- 
tion, they are largely demanded by unsuccessful spcculators for the 
purpose of holding on; and the competition of these speculators for a 
share of the loanable capital, makes even those who have not speculated, 
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more dependent than before on bankers for the advances they require. 
Between the ascending peiiod of speculation and the revulsion, there 1s 
an interval, extending to weeks and sometimes months, of struggling 
agyinst a fall. The tide having shown signs of turning, the speculative 
holders are unwilling to sell ir. a falling market, and in the ‘meantime 
they require funds to enable them to fulfil even their oidinary engagc- 
ments. It is this stage that 1s ordmaily marked by a considerable 
Increase in the amount of the bank note circulation. That such an 
increase does usually take place, is denied by no one. And I think it 
must be admitted that this increase tends to prolong the duration of the 
speculations ; that it enables the speculative prices to be kept up for 
some time after they would otherwise have collapsed; and therefoie 
prolongs and increases the drain of the precious metals for exportation, 
which 1s a leading featuie of this stage in the progress of a commeicial 
crisis: the continuance of which drain at last endangering the power of 
the banks to fulfil their engagement of paying their notes on demand, 
they are compelled to contract their credit more suddenly and severely 
than would have been necessary if they had been prevented tiom propping 
up speculation by increased advances, after the time when the recoil had 
become inevitable. 

§ 3. To prevent this retardation of the recoil, and ultimate aggravation 
of its severity, is the object of the scheme for regulating the curiency, 
of which Mr. Loyd, Mr. Norman, and Colonel Torrens, were the first 
pomueaes, and which has, in a shligittly modified form, been cnacted 
into law. 

According to the scheme in its original purity, the issue of promissory 
notes for circulation was to be confined to one body. In the form 
adopted by Parliament, all existing issuers are permitted to retain this 
privilege, but none are to be hereafter admitted to it, even in the place of 
those who may discontinue their issues: and, for all except the Bank of 
England, a maximum of issues is prescribed, on a scale intentionally low. 
To the Bank of England no maximum is fixed for the aggregate amount 
of its notes, but only for the portion which are issued on sccurities, or in 
other words, on Joan. These are never to exceed a certain limit, fixed for 
the present at fourteen millions.* All issues beyond that amount must 
be in exchange for bullion ; of which the Bank 1s bound to purchase, at a 
trifle below the mint valuation, any quantity which 1s offered td it, giving 
its notes in exchange. In regard, therefore, to any issue of notes beyond 
the limit of fourteen millions, the Bank is purely passive, having no 
function but the compulsory one of giving its notes for gold at 3/173 9¢, 
and gold for its notes at 3/, 175. 10$d@, whenever and by whomsoever it 1s 
called upon to do so. 

The object for which this mechanism is intended is, that the bank note 
currency may vary in its amount at the exact times, and in the exact 
degree, in which a purely metallic currency would vary. The precious 
metals being by universal experience the commodity approaching nearest 
to that invaniability in all the circumstances influencing value, which fits 
a commodity for being adopted as a medium of exchange, it is an essen- 


* A conditional increase of this maximum is permitted, but only when by 
arrangement with any country bank the issues of that bank are discontinued, and 
Bank of England notes substituted: and even then ‘he increase is capriciously 
limited to two-thirds of the amount of the country notes to be thereby superseded. 
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tial requisite of any substitute for those metals, that it should confonn 
exactly in its value to a metallic currency, and for that purpose it is very 

lausibly considered necessary that it should conform in its quantity 
ikewise. 

How far this purpose is really fulfilled by the means adopted, we shall 
presently examine First, however, Ict és consider whether the measure 
effects the practical object chiéfly relied on in its defence by the more 
sober of its advocates, that of arresting speculative extensions of credit at 
an earher period, with a less drain of gold, and consequently by a milder 
and more gradual process. I think it must be admitted that to a certain 
degree it is successful in this object. 

I] am aware of what may be urged, and reasonably urged, in opposition 
to this opinion. It will be said, that when the time arrives at which the 
banks are pressed for increased advances to enable speculators to fulfil 
their engagements, a limitation of the issue of notes will not prevent the 
banks, if otherwise willing, from making these advances ; that they have 
still their deposits as a source from which loans may be made beyond the 
point which is consistent with prudence as bankers; and that, even if 
they refused to do so, the only effect would be, that the deposits them- 
selves would be drawn out to supply the wants of the depositors ; which 
would be just as much an addition to the bank notes and coin in the 
hands of the public, as if the notes themselves were increased. This is 
true, and is a sufficient answer to those who think that the advances of 
banks to prop up failing speculations are objectionable chiefly as an 
increase of the currency. But the mode in which they are really objec- 
tionable, is as an extension of credit. If, instead of lending their notes, 
the banks allow the demand of their customers for disposable capital to 
act on the deposits, there is the same increase of currency, (for a short 
time at least,) but there is not an increase of loans. The rate of ne 
therefore, is not prevented from rising at the first moment when the difh- 
culties consequent on excess of speculation begin to be felt. Speculative 
holders are obliged to submit earlier to that loss by resale, which could 
not have been prevented from coming on them at last; the recoil of prices 
and collapse of gencral credit take place sooner. 

To appreciate the effect which this acceleration of the crisis has in 
mitigating its intensity, let us advert more particularly to the nature and 
effects of-that leading feature in the period just preceding the collapse, 
the drain of gold. A rise of prices produced by a speculative extension 
of credit, even when bank notes have not been the instrument, is not the 
less effectual (if it lasts long enough) in turning the exchanges : and when 
the exchanges have turned from this cause, they can only be turned back, 
and the drain of gold stopped, either by a fall of prices or by a rise of the 
rate of interest. A fall of prices will stop it by removing the cause which 
produced it, and by rendering goods a more advantageous remittance 
than gold, even for paying debts already due. A rise of the rate of 
interest, and fall, consequently, of the prices of securities, will accomplish 
the purpose still more rapidly, by inducing foreigners, instead of taking 
away the gold which is due to them, to leave it for investment within the 
country, and even send gold into the country to take advantage of the 
increased rate of interest. Of this last mode of stopping a drain of gold, 
the year 1847 afforded signal examples. But until one of these two 
things takes place—until either prices fall, or the rate of interest rises— 
nothing can possibly arrest, or even moderate, the efflux of gold. Now, 
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neither will prices fall nor interest rise, so long as the unduly expanded 
credit is upheld by the continued advances of bankers. It is well known 
that when a drain of gold has {et in, even if bank notes have not increased 
in quantity, it 1s upon them that the contraction first falls, the gold wanted 
for exportation being always pbtained from the Bank of England in 
exchange for its notes. But under the eystem which preceded 1844, the 
Bank of England, being subjected, in common with other banks, to the 
importunities for fresh advances which are characteristic of such a time, 
could, and often did, immediately re-issue the notes which had been 
returned to it in exchange for bullion. It is a great error, certainly, to 
suppose that the mischief of this re-issue chiefly consisted in preventing a 
contraction of the currency. It was, however, quite as mischievous as it 
has ever becn supposed to be. As long as it lasted, the efflux of gold 
could not cease, since neither would prices fall nor interest rise while 
these advances continued. Prices, having risen without any increase of 
bank notes, could well have fallen without a diminution of them ; but 
having risen in consequence of an extension of credit, they could not fall 
without a contraction of it. As long, therefore, as the Bank of England 
and the other banks persevered in this course, so long gold continued to 
flow out, until so little was left that the Bank of England, being in danger 
of suspension of payments, was compelled at last to contract its discounts 
and other loans so greatly and suddenly as to produce a much more 
extreme variation in the rate of interest, inflict much greater loss and 
distress on individuals, and destroy a much greater amount of the ordinary 
credit of the country, than any real necessity requiied. 

I acknowledge (and the experience of 1847 has proved even to those 
who overlooked it before) that the mischief now described may be wrought, 
and in large measure, by the Bank of England, through its deposits alone. 
It may continue or even increase its discounts and advances, when it 
ought to contract them; with the ultimate effect of making the con- 
traction much more severe and sudden than necessary. I cannot but 
think, however, that banks which commit this error with their deposits, 
would commit 1t still more if they were at hberty to make increased loans 
with their issues as well as their deposits. I am compelled to think that 
the being restricted from increasing their issues, is a real impediment to 
their making those advances which arrest the tide at its turn, and make 
it rush like a torrent afterwards. If the restrictions of the Act of 1844 
were no obstacle to the advances of banks in the interval preceding the 
Crisis, why were they found an insuperable obstacle during the crisis ? an 
obstacle which nothing less would overcome than a suspension of the law, 
through the assumption by government of a temporary dictatorship? 
Evidently they are an obstacle ;* and when the Act 1s blamed for inter- 
posing obstacles at a time when not obstacles but facilities are needed, it 


* It would not be to the purpose to say, by way of objection, that the obstacle 
may be evaded by granting the increased advance in book credits, to be drawn 
against by cheques, without the aid of bank notes. This 1s indeed possible, as Mr. 
Fullarton has remarked, and as I have myself said ina former chapter. But this 
substitute for bank-note currency certainly has not yet been organized ; and the 
law having clearly manifested its intention that, in the case supposed, increased 
credits should not be granted, it is yet a problem whether the Jaw would not reach 
what might be regarded as an evasion of its prohibitions, or whether deference to 
the law would not produce (as it has hitherto done)_on the part of banking estabe 
lishments, conformity to its spirit and purpose, as well as to its mere letter. 
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must in justice receive credit for interposing them when they are an 
acknowledged benefit. In this particular, therefore, I think it cannot be 
denied, that the new system 1s a real impr¢vement upon the old. 

§ 4. But although ] am compelled to differ thus far from the opinion of 
Mr. Tooke and of Mr. Fullarton, I concur with them in thinking that 
these advantages, whatever value may be put on them, are purchased by 
still greater disadvantages, 

In the first place, a large extension of credit by bankers, though most 
hurtful when, credit being already in an inflated state, it can only serve to 
retard and aggravate the collapse, 1s most salutary when the collapse has 
come, and when credit instead of being in excess 1s in distressing 
deficiency, and increased advances by bankers, instead of being an 
addition to the ordinary amount of floating credit, serve to replace a mass 
of other credit which has been suddenly destroyed. Antecedently to 
1844, if the Bank of England occasionally aggravated the severity of a 
commercial revulsion by rendering the collapse of credit more tardy and 
thence more violent than necessary, it in return rendered invaluable 
services during the revulsion itself, by coming forward with advances to 
support solvent firms, at a time when all other paper and almost all 
mercantile credit had become comparatively valueless, This service was 
eminently conspicuous in the crisis of 1825-6, the severest probably ever 
experienced ; during which the Bank increased what 1s called its circula- 
tion by many millions, in advances to those mercantile firms of whose 
ultimate solvency it felt no doubt’; advances which if 1t had been obliged 
to withhold, the severity of the crisis would have been even greater than 
it was. If the Bank, it is justly remarked by Mr. Fullarton,* complies 
with such applications, ‘1t must comply with them by an issue of notes, 
fo. notes constitute the only instrumentality through which the Bank 1s in 
the practice of lending its credit. But those notes are not intendcd to 
circulate, nor do they cuculate. There 1s no more demand for circulation 
than there was before. On the contrary, the rapid decline of prices which 
the case in supposition presumes, would necessarily contract the demand 
for cuculation. The notes would either be returned to the Bank of 
England, as fast as they were issued, in the shape of deposits, or would 
be locked up in the drawers of the private London bankers, or distributed 
by them to their correspondents in the country, or intercepted by other 
capitalists, who, during the fervour of the previous excitement, had con- 
tracted liabilities which they might be imperfectly prepared on the sudden 
to encounter. In such emergencies, every man connected with business, 
who has been trading on other means than his own, 1s placed on the 
defensive, and his whole object is to make himself as strong as possible, 
an object which cannot be-more effectually answered than by keeping by 
him as large a resefve as possible in paper which the law has made a 
legal tender. The notes themselves never find their way into the produce 
markets ; and if they at all contribute to retard’ (or, as I should rather 
say, to moderate) ‘the fall of prices, 1t is not by promoting in the slightest 
degree the effective demand for commodities, not by enabling consumers 
to buy more largely for consumption, and so giving briskness to commerce, 
but by a process precisely the reverse, by enabling the holders of com- 
modities to hold on, by obstructing traffic and repressing consumption.’ 

The opportune relief thus afforded to credit, during the excessive cons 
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traction which suéceeds to an undue expansion, is cofisistent with the 
principle of the new system ; for an extraordinary contraction of credit, 
and fall of prices, inevitably dyaw gold into the country, and the principle 
of the system 1s that the banknote currency shall be pe:mitted, and even 
compelled, to enlarge itself, in all cases in which a metallic currency wou'd 
do the same. But, what the pupces of the Jaw would encourage, Its 
provisions in this instance preclude, by hot suffering the increased issues 
to take place until the gold has actually arrived ; which 1s never until the 
worst part of the crisis 1s past, and almost all the losses and failures 
attendant on it are consummated. The machinery of the svstem with- 
holds, until for many purposes it comes too late, the very mcd cine whick 
the theory of the system prescribes as the soveieign remedy 

This function of banks 1n filling up the gap made in mercantile credit 
by the consequences of undue speculation and its revulsion, 1s so entirely 
indispensable, that if the Act of 1844 continues unrepealed, there can be 
no difficulty in foreseeing that its provisions must be suspended as they 
were in 1847, n every period of great commercial difficulty, as soon as 
the crisis has really and completely sect in. Were this all, there would be 
no absolute inconsistency in maintaining the restriction as a means of 
pleventing a crisis, and relaxing it for the purpose of relieving one. But 
there is another objection, of a still more radical and comprehensive 
character, to the new system. 

Professing, in theory, to require that a paper currency shall vary in its 
amount in exact conformity to the vawations.of a metallic currency, it 
provides, in fact, that in every case of an efflux of gold, a corresponding 
diminution shall take place in the quantity of bank nétes ; n other words, 
that every exportation of the precious metals shall be virtually drawn from 
the circulation; it being assumed that this would be the case if the cur- 
rency were wholly metallic. This theory, and these practical arrange- 
ments, are adapted to the case in which the drain of gold originates ina 
rise of prices produced by an undue expansion of currency or credit ; but 
they are adapted to no case beside. 

When the efflux of gold is the last stage of a series of effects arising 
from an increase of the currency, or from an expansion of credit tanta- 
mount in its effect on prices to an increase of currency, it is in that case a 
fair assumption that in a purely metallic system the gold exported would 
be drawn from the currency itself; because such a drain, being in its 
nature unlimited, will necessarily continue as long as currency and credit 
are undiminished. But an exportation of the precious metals often arises 
from no causes affecting currency or credit, but simply from an unusual 
extension of foreign payments, arising either from the state of the markets 
for commodities, or from some circumstance not commercial. In this 
class of causes, four, of powerful operation, are incluged, of each of which 
the last fifty years of English history afford repeated instances. The first 
is that of an extraordinary foreign expenditure by government, either 
political or military ; asin the last war, and particularly in the latter years 
of it. The second 1s the case of a large exportation of capital for foreign 
investment ; such as the loans and mining operations which partly con- 
tributed to the crisis of 1825, and the American speculations which were 
the principal cause of the crisis of 1839. The third 1s a failure of crops in 
the countiics which supply us with the raw material of important manu- 
factures ; such as the cotton failure in Ametica, which compelled Eng- 
land, in 1847, to incur unusual habilities for the purchase of that 
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commodity at an advanced price. The fourth is a bad harvest, and a 
great consequent importation of food : of which the years 1846 and 1847 
present an example surpassing all antecedent expeiience. 

In none of these cases, if the currency were metallic, would the gold or 
silver exported for the purposes in question be necessaiily, or even pro- 
bably, drawn from the circulation. It wpuld be drawn from the hoards, 
which under a metallic currency‘always exist to a very large amount ; In 
uncivilized countries, in the hands of all who can afford it; in civilized 
countries chiefly in the form of bankers’ reserves. Mr, Tooke, in Ins 
‘Inquiry into the Currency Principle, bears testimony to this fact ; but it 
is to Mr Fullarton that the public are indebted for the clearest and most 
satisfactory clucidation of it. As I am not aware that this part of the 
theory of currency has been set foith by any other writer with anything 
hke the same degree of completeness, I shall quote somewhat largely from 
this able production. 

“No person who has ever resided in an Asiatic country, where hoarding 
is carried on to a far larger extent in proportion to the eaisting stock of 
wealth, and where the practice has become much more deeply engrafted 
in the habits of the people, by traditionary appichensions of insecurity 
and the difficulty of finding safe and remunerative investments, than in 
any European community—no person who has had personal experience 
of this state of society, can be at a loss to recollect innumerable instances 
of large metallic treasures extracted in times of pecuniary difficulty from 
the coffers of individuals Jy the femptation of a high rate of interest, and 
brought in aid of the public necessities, nor, on the other hand, of the 
facility with which ‘those treasures have been absorbed again, when the 
inducements which had drawn them into light were no longer in opera- 
tion. In countnes more advanced in civilization and wealth than the 
Asiatic principalities, and where no man 1s in fear of attracting the 
cupidity of power by an external display of riches, but where the inter- 
change of commodities 1s still almost universally conducted through the 
medium of a metallic circulation, as 1s the case with most of the com- 
mercial countries on the Continent of Europe, the motives for amassing 
the precious metals may be less powerful than in the majority of Asiatic 
principalities ; but the ability to accumulate being more widely extended, 
the absolute quantity amassed will be found probably to bear a consider- 
ably larger proportion to the population* In those states which le 
exposed to hostile invasion, or whose social condition 1s unsettled and 
menacing, the motive indeed must still be very strong ; and 1n a nation 
carrying on an extensive commerce, both foreign and internal, without 
any considerable aid from any of the banking substitutes for money, the 
reserves of gold and silver indispensably requned to secure the regularity 
of payments, must of themselves engross a share of the circulating coin 
which it would not be easy to estimate. 

‘In this country, where the banking system has been carried to an 
extent and perfection unknown in any other part of Europe, and may be 
said to have entirely superseded the use of coin, except for retail dealings 
and the purposes of foreign commerce, the incentives to private hoarding 


* It is known, from unquestionable facts, that the hoards of money at all times 
existing in the hands of the French peasantry, often from a remote date, surpass 
any amount which could have been imagined possible; and even in so poor 
a country as Ireland, it has of late been ascertained that the small farmers somes 
tumes possess hoards quite disproportioned to their visible means of subsistence, 
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exist no longer, and the hoards have all been transfered to the banks, or 
rather, 1 should say, to the Bank of England. But in France, where the 
bank-note circulation is still comparatively limited, the quantity of gold 
and silver coin in existence I find now currently estimated, on what are 
described as the latest authorities, at the enormous sum of 120 millions 
sterling ; nor is the estimate # all at, variance with the reasonable 
probabilities of the case. Of this vast treasure there is every reason to 

resume that avery large proportion, probably by much the greater part, 
is absorbed in the hoards. If you present for payment a bill for a 
thousand francs to a French banker, he brings you the silver in a sealed 
bag from his strong room. And not the banker only, but every merchant 
and trader, according to his means, is under the necessity of keeping by 
him a stock of cash sufficient not only for his ordinary disbursements, but 
to mcet any unexpected demands. ‘That the quantity of specie accumu- 
lated in these innumerable depéts, not in France only, but all over 
the Continent, where banking institutions are still either entirely wanting 
or very imperfectly organized, is not mcrely immense 1n itself, but admits 
of being largely drawn upon, and transferred even in vast masses from one 
country to another, with very little, if any, effect on prices, or other 
material derangements, we have had some 1emarkable proofs ;) among 
others, ‘the signal success which attended the simultaneous efforts of 
some of the principal European powers (Russia, Austria, Prussia, Sweden, 
and Denmark) to replenish their treasuries, and to replace with coin 
a considerable portion of the depreciated *paper which the necessities of 
the war had forced upon them, and thus at the very time when the avail- 
able stock of the precious metals over the world had becn reduced by the 
exertions of England to recover her metallic currency.... There can be 
no doubt that these combined operations were on a scale of very ex- 
traordinary magnitude, that they were accomplished without any sensible 
injury to commerce or public prosperity, or any other effect than some 
temporary derangement of the exchanges, and that the private hoards of 
treasure accumulated throughout Europe during the war must have been 
the principal source from which all this gold and silver was collected. 
And no person, I think, can fairly contemplate the vast superflux of 
metallic wealth thus proved to be at all times in existence, and, though in 
adormant and inert state, always ready to spring into activity on the first 
indication of a sufficiently intense demand, without feeling themselves 
compelled to admit the possibility of the mines being even shut up for 
years together, and the production of the metals altogether suspended, 
while there might be scarcely a perceptible alteration in the exchangeable 
value of the metal.’* 

Applying this to the currency doctrine and its advocates, ‘one might 
imagine,’ says Mr. Fullarton,t ‘that they supposed the gold which is 
drained off for exportation from a country using a currency exclusively 
metallic, to be collected by driblets at the fairs and markets, or from the 
tills of the grocers and mercers. They never even allude to the existence 
of such a thing as a great hoard of the metals, though upon the action of 
the hoards depends the whole economy of international payments between 
specie-circulating communities, while any operation of the money 
collected in hoards upon prices must, even according to the currency 


* Fullarton on the Regulation of Currencies, pp. 71-4. 
{ Ibid., pp. 139-42. 


( 


444 EXCHANGE. 


nypothesis, be wholly impossible. We know from experience what 
enormous payments m gold and silver specic-circulating countries are 
capable, at times, of making, without the least disturbance of their internal 
prosperity ; and whence is it supposed that these payments come, but 
from their hoards? Let us think how the money murket of a country 
transacting all its exchanges through thqmedium of the precious metals 
only, would be likely to be affected by the necessity of making a foreign 
payment of several millions. Of course the necessity could only be 
satisfied by a transmission of capital ; and would not the competition for 
the possession of capital for transmission which the occasion would call 
foith, necessarily raise the market rate of interest? If the payment was 
to be made by the government, would not the government, in all 
probability, have to open a new loan on terms more than usually favour- 
able to the lender? If made by merchants, would it not be drawn either 
from the deposits in banks, or from the reserves which merchants keep by 
them in default of banks, or would it not oblige them to obtain the 
necessary amount of specie by going into the moncy market as boriowers? 
‘And would not all this mevitably act upon the hoards, and diaw foith 
into activity a portion of the gold and silver which the money-dealers had 
been accumulating, and some of them with the express view of watching 
such opportunities for turning their treasures to advantage ? 

‘I would desire, indeed, no more convincing evidence of the com- 
petency of the machinery of the hoards 1n specie-paying countries to per- 
form every necessary office of international adjustment, without any 
sensible aid from the general circulation, than the facility with which 
France, when but just recovering from the shock of a destructive foreign 
invasion, completed within the space of twenty-seven months the payment 
of her forced centribution of nearly twenty millions to the allied powers, 
and a considerable proportion of that sum in specie, without any per- 
ceptible contraction or derangement of her domestic currency. or even any 
alarming fluctuation of her exchanges. 

‘Or, to come to the present time [1844], the balance of payments with 
nearly all Europe has for about four years past been in favour of this 
country, and gold has been poured in till the influx amounts to the 
unheard-of sum of about fourteen millions sterling Yet in all this time, 
has any one heard a complaint of any serious suffering inflicted on the 
people of the Continent? Have prices there been greatly depressed 
beyond their range in this country ? Have waves fallen, or have merchants 
been extensively ruined by the universal depreciation of their stock? 
There has occurred nothing of the kind The tenor of commercial 
and monetary affairs has been everywhere even and tranquil; and in 
France more particularly, an impioving revenue and extended commerce 
bear testimony to the continued progress of internal prosperity. It may 
be doubted, indecd, if this great efflux of gold has withdiawn from that 
portion of the metallic wealth of the nation which really circulates, a single 
napoleon. And it has been equally obvious, from the undisturbed state of 
cicdit, that not only has the supply of specie indispensable for the conduct 
of business in the retail market been all the while uninterrupted, but that 
the hoards have continued to furnish every facility requisite for the 
reyularity of mercantile payments. It 1s of the vely essence of the 
metallic system, that the hoards, in all cases of probable occurrence, 
should be equal to both objects ; that they should, in the first place, supply 
the bullion demanded for exportation, and in the next place, should keep 
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up the home circulation to its legitimate complement. Every man 
trading under that system, who, in the course of his business, may have 
frequent occasion to remit largg sums in specie to foreign countries, must 
either keep by him a sufficient treasure of his own or must have the 
means of borrowing enough from his neighbours, not only to make 
up when wanted the amountgof his remittances, but to enable him, 
moreover, to carry on his ordinary transactions at home without interrup- 
tion, 

In a country in which credit is carried to so great an extent as in 
England, one great reserve, in a single establishment, the Bank of 
England, supplies the place, as far as the precious metals are concerned, of 
the multitudinous reserves of other countries. The theoretical principle, 
therefore, of the currency doctrine would require, that all those drains of 
metal, which, 1f the currency were purely metallic, would be taken from 
the hoards, should be allowed to operate freely upon the reserve im the 
coffers of the Bank of England, without any attempt to stop it either by a 
diminution of the currency or by a contraction of credit. Nor to this 
would there be any well-grounded objection, unless the drain weie 
so great as to threaten the exhaustion of the reserve, and a consequent 
stoppage of payments ; a danger against which it is easy to take adequate 
precautions, because in the cases which we are considering, the drain 1s 
for foreign payments of definite amount, and stops of itself as soon as 
these are effected. And in all systems it 1s admitted that the habitual 
reserve of the Bank should exceed the utmost amount to which ex- 
perience warrants the belief that such a drain may extend ; which extreme 
limit Mr. Fullarton affirms to be seven millions, but Mr. Tooke recommends 
an average reserve of ten. 

The machinery, however, of the new system insists upon bringing about 
by force, what its principle not only does not require, but positively con- 
demns. Every drain for eaportation, whatever may be its cause, and 
whether under a metall'c currency it would affect the circulation or not, 
is now compulsorily drawn from that source alone. The bank- note 
circulation, and the discounts or other advances of the Bank, must be 
diminished by an amount equal to that of the metal exported, though it 
be to the full extent of seven or ten millions. And this, be it remembered, 
when there has been no spcculative nise of prices which 1t 1s indispensable 
to correct, no unusual extension of credit requiring contraction ; but the 
demand for gold 1s solely occasioned by foreign payments on account of 
government, or large corn importations consequent on a bad harvest 
‘There 1s at least one object, therefore, says Mr. Fullarton,* ‘which 
would be effectually accomplished by acting on this system. It would be 
perfectly calculated, I think, to ensure that no derangement of the 
exchange, or none at Jeast subsisting in coincidence with anything like 
pressure on the money market, should ever be permitted to pass off, 
without one of those crises hitherto fortunately of rare occurrence, but of 
which the results, when they have occurred, have been so extensive and 
deplorable.’ 

Are not the events of 1847 a fulfilment of this prediction? The crisis 
of that year was preceded by no inflation of credit, no speculative rise of 
prices. ‘The only speculations (the corn market excepted) were those in 
tailway shares, which had no tendency to derange the imports and 
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exports of commodities, or to send any gold out of the country, except 
the small amounts paid in instalments by shareholders in this country to 
foreign railways. The drain of gold, greft as it was, originated solely in 
the bad hafvest of 1846 and the potato failure of that and the following 
year, and in the increased price of raw cotton in America. There was 
nothing in these circumstances which ‘could require either a fall of 
gencral prices or a contraction of credit. An unusual demand for credit 
existed at the time, in consequence of the pressure of railway calls, and 
this necessitated a nse of the rate of interest. If the bullion in the 
Bank of England was sufficient to bear the drain without exhaustion, 
where was the necessity for adding to the distress and difficulty of 
the time, by requiring all who wanted gold for exportation, either 
to draw it from the deposits, that is, to subtract it from the already 
insufficient loanable capital of the country, or to become themselves 
competitors for a portion of that inadequate fund, thus still further 
raising the rate of interest? The only necessity was created by the Act 
of 1844, which would not suffer the Bank to meet this extra demand of 
credit by lending its notes, not even the notes returned to it in exchange 
for gold. The crisis of 1847 was of that sort which the provisions of the 
Act had not the smallest tendency to avert ; and when the crisis came, 
the mercantile difficulties were probably doubled by its existence. 

I am aware it will be said that by allowing drains of this character to 
operate freely upon the Bank reserve until they cease of themselves, 
a contraction of the currency and of credit would not be prevented, but 
only postponed ; since if a limitation of issues were not resorted to for 
the purpose of checking the drain in its commencement, the same or a 
still greater Imitation must take place afterwards, in order, by acting on 
prices, to bring back so large a quantity of gold, for the indispensable 
purpose of replenishing the Bank reserve. But in this argument several 
things are oveilooked. In the first place the gold might be brought back, 
not by a fall of prices, but by the much more 1apid and convenient 
medium of a rise of the rate of interest, involving no fall of any prices 
except the prices of securities. Either English securities would be 
bought on account of foreigners, or foreign securities held in England 
would be sent abroad for sale, both which operations took place largely 
during the mercantile difficulties of 1847, and not only checked the efflux 
of gold, but turned the tide and brought the metal back. It was not, 
therefore, brought back by a contraction of the currency, though in this 
case it certainly was so by a contraction of loans. But 1s even this 
always indispensable? For in the second place, it 1s not necessary that 
the gold should return with the same suddenness with which it went out. 
A great portion would probably return in the ordinary way of commerce, 
in payment for exported commodities. The extra gains made by dealers 
and producers in foreign countries through the extra payments they 
receive from this country are very likely to be partly expended in increased 
purchases of English commodities, either for consumption or on specula- 
tion, although the effect may not manifest itself with sufficient rapidity to 
enable the transmission of gold to be dispensed with in the first instance. 
These extra purchases would turn the balance of payments in favour of 
the country, and gradually restore a portion of the exported gold; and 
the remainder would probably be brought back, not by a rise of the rate 
of interest in England, but by the fall of 1t in forcign countries, occasioned 
by the addition of some millions of gald to the loanable capital of those 
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countries. If it were necessary to accelerate the process by an artificial 
action on the rate of interest in England, a very moderate rise would te 
sufficient, instead of the very great one which is the consequence of 
allowing the whole demand for) gold for exportation to act suddenly and 
at once on the existing resources of the loan market. 

Thus stand, according to the best judgment I am able to form, the 
advantages and disadvantages of the currency system established by the 
Act of 1844: of which, as it seems to me, the disadvantages greatly pre- 
ponderate. I am, however, far from thinking that on a subject at once so 
intricate and so new, a subject which has only begun to be understood 
through the controversies of the last few years, experience and discussion 
have nothing further to disclose. 1 give the foregoimg opinions as the 
results to which I have been guided by the hghts that have hitherto fallen 
on the subject: conscious that additional hghts are almost sure to be 
struck out when the knowledge of principles and of facts necessary for 
the elucidation of the question becomes united in a gieater number of 
individuals, 

§ 5. There remain two questions respecting a bank note currency, 
which have also been a subject of considerable discussion of late years : 
whether the puivilege of providing it should be confined to a single 
establishment, such as the Bank of England, or a plurality of issuers 
should be allowed ; and in the latter case, whether any peculiar precau- 
tions are requisite or advisable, to protect the holders of notes against 
losses occasioned by the insolvency of the issuers. 

The course of the preceding speculations has !ed us to attach so much less 
of peculiar importance to bank notes, as compared with other foims of 
credit, than accords with the notions generally current, that questions 
respecting the regulation of so very small a part of the general mass of 
credit, cannot appear to us of such momentous import as they are some- 
times considered. Bank notes, however, have so far a real pecuharity, 
that they are the only form of credit sufficiently convenient for all the pur- 
poses of circulation, to be able entirely to supersede the use of metallic 
money for internal purposes. Although the extension of the use of 
cheques has a tendency more and more to diminish the number of bank 
notes, as it would that of the sovercigns or other coins which would take 
their place if they were abolished ; there is sure, for a long time to come, 
to be a considerable supply of them, wherever the necessary degree of 
commercial confidence exists, and their fiec use 1s permitted. The exclu- 
sive privilege, therefore, of issuing them, 1f reserved to the goveinment 
or to some one body, is a source of great pecumary gain. That this gain 
should be obtained for the nation at large 1s both practicable and desir- 
able: and if the management of a bank-note currency ought to be so 
completely mechanical, so entuely a thing of fixed rule, as it is made by 
the Act of 1844, there seems no reason why this mechanism should be 
worked for the profit of any private issuer, rather than for the public 
treasury. If, however, a plan be preferred which leaves the variations in 
the amount of issues in any degree whatever to the discretion of the 
issuers, it is not desirable that to the ever-growing attributions of the 
government, so delicate a function should be superadded ; and that the 
attention of the heads of the state should be diverted from larger objects, 
by their being besieged with the applications, and made a mark for all 
the attacks, which are never spared to those deemed to be responsible for 
any acts, however minute, connected with the regulation of the currency, 


"oO 


448 EXCHANGE, . 


It would be better that treasury notes, exchangeable for gold on dematid, 
should be issued to a fixed amount, not eaceeding the minimum of a bank- 
note currency, the remainder of the notes which may be required being 
left to be supplied cither by one or bya number of private banking 
establishments. Or an establishment like the Bank of Iengland might 
supply the whole country, on condition of lending fifteen or twenty 
millions of its notes to the governmenty without interest. which would 
give the same pecuniary advantage to the state asif it issued that number 
of its own notes. 

The reason ordinarily alleged in condemnation of the system of plurality 
of issuers which existed in England before the Act of 1844, and under 
certain Inmitations still subsists, 1s, that the competition of these different 
issuers induces them to increase the amount of their notes to an injurious 
extent. But we have seen that the power which bankers have of aug- 
menting their issues, and the degree of mischief which they can produce 
by it, are quite trifling compaied with the curient over-estimate. Ags 
1emaiked by Mr, Fullaiton,* the ext:aordinary increase of banking com- 
petition occasioned by the establishment of the joint-stock banks, a com- 
petition often of the most reckless kind, has proved utterly powerless to 
enlarge the aggregate mass of the bank-note circulation ; that aggregate 
circulation having, on the contrary, actually decreased. In any case it 
appears desirable to maintain one great establishment hke the Bank of 
England, distinguished from other banks of issue in this, that it alone is 
required to pay in gold, the others being at liberty to pay their notes with 
notes of the central establishmeat The object of this is that there may 
be one body, responsible for maintaining a reserve of the precious metals 
sufficient to meet any drain that can reasonably be expected to take place. 
By disseminating this responsibility among a number of banks it is pre- 
vented from operating efficaciously upon any; or if it be still enforced 
ayainst one, the reseives of the metals ictained by all the others are 
capital kept idle in pure waste, which may be dispensed with by allow- 
ing them at their option to pay in Bank of England notes. 

86 The question remains whether, in case of a plurality of issuers, any 
peculiar precautions are needed to protect the holders of notes from the 
consequences of failure of payment. Icfore 1826, the insolvency of banks. 
of issue was a frequent and very serious evil, often spreading distress 
through a whole neighbourhood, and at one blow depriving provident 
industry of the results of long and painful saving. ‘This was one of the: 
chief reasons which induced Varhament, in that year, to prohibit the. 
issue of bank notes of a denomination below five pounds, that the: 
labouring classes at least might be as little as possible exposed to- 
participate in this suffering. As an additional safeguard, it has been 
suggested to give the holders of notes a priority over other creditors, or 
to require bankers to deposit stock or other public securities as a pledge: 
for the whole amount of their issues. The insecurity, however, of the 
former bank-note currency of England was altogether the work of the 
Jaw, which, in order to give a qualified monopoly of banking business to- ° 
the Bankof England, had actually made the formation of safe banking 
establishments a punishable offence, by prohibiting the existence of any: 
banks, in town or country, whether of issue or deposit, with a number of 
partners exceeding six. ‘lhis truly characteristic specimen of the old: 
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system of monopoly and restriction, was done away with in 1826, both as 
to issues and deposits, everywh¢re but 1n a district of sixty five miles radius 
round London, and in 1833 it that district also, as far as relates to 
deposits. The numerous joint-stock banks since established, have, by 
furnishing a more trustworthy currency, made it almost impossible for 
any private banker to maintain his circtilation, unless Ins capital and 
character inspire the most complete confidence. And although there has 
been in some instances very gross mismanagement by joint-stock banks 
(less, however, in the department of issues than in that of deposits) the 
failure of these banks 1s extremely rare, and the cases still rarer in which 
loss has ultimately been sustained by any one except the shareholders. 
The banking system of England 1s now almost as secure to the public, as 
that of Scotland (where banking was always free) has been for two 
centuries past ; and the legislature might without any bad consequences, 
at least of this kind, revoke its interdict (which was never extcnded to 
Scotland) against one and two pound notes. I cannot therefore think it 
at all necessary, or that 1t would be anything but vexatious meddling, to 
enforce any kind of special security in favour of the holders of notes. The 
true protection to creditors of all kinds 1s a good law of insolvency (a 
part of the law at present shamefully deficient), and, in the case of joint- 
stock companies at least, complete publicity of their accounts: the 
publicity now very properly given to their issues, being a very small 
portion of what the state has a nght to require jn return for their being 
allowed to constitute themselves, and be recognised by the law, as a 
collective body. . 


CHAPTER XXV. 
OF THE COMPETITION OF DIFFERENT COUNTRIES IN THE SAME MARKET. 


§ 1. IN the phraseology of the Mercantile System, the language and 
doctrines of which are still the basis of what may be called the political 
economy of the selling classes, as distinguished from the buyers or con- 
sumers, there 1s no word of more frequent recurrence or more perilous 
import than the word wadersellzng. To undeisell other countries—not to 
be undersold by other countries—were spoken of, and are still very 
often spoken of, almost as if they were the sole purposes for which 
production and commodities exist. The feelings of rival tradesmen, 
prevailing among nations, overruled for centuries all sense of the general 
community of advantage which commercial countrie§ detive from the 
prosperity of one another: and that commercial spirit, which 1s now one 
of the strongest obstacles to wars, was during a certain period of European 
history their principal cause. 

Even in the more enlightened view now attainable of the nature and 
consequences of international commerce, some, though a comparatively 
small, space must still be made for the fact of commercial rivality. 
Nations may, like individual dealers, be competitors, with opposite 
interests, in the markets of some commodities, while in others they are in 
the more fortunate relation of reciprocal customers. The benefit of 
commerce does not consist, as it was once thought to do, in hi com- 
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modities sold ; but, since the commodities sold are the means of obtaining 
those which are bought, a nation would be cut off from the real advantage 
of commerce, the imports, if it could not 4:duce other nations to take any 
of its commodities in exchange ; and in proportion as the competition of 
other countries compels it to offer its commodities on cheaper terms, on 
pain of not selling them at all, the impon‘s which it obtains by its foreign 
trade are procured at greater cost. 

These points have been adequately, though incidentally, illustrated in 
some of the preceding chapters. But the great space which the topic has 
filled, and continues to fill, in economical speculations, and in the practical 
anxieties both of politicians and of dealers and manufacturers, makes it 
desirable, before quitting the subject of international exchange, to subyoin 
a few observations on the things which do, and on those which do not, 
enable countries to undersell one another. 

One country can only undersell another in a given market, to the 
extent of entirely expelling her from it, on two conditions. In the first 
place, she must have a greater advantage than the second country in the 
production of the article exported by both ; meaning by a greater advan- 
tage (as has been already so fully explained) not absolutely, but in com- 
parison with other commodities ; and in the second place, such must be 
her relation with the customer country 1n respect to the demand for each 
other’s products, and such the consequent state of international values, as 
to give away to the customer country more than the whole advantage 
possessed by the rival country » otherwise the rival will still be able to hold 
her ground in the market. 

Let us revert to the imaginary hypothesis which we have found so 
convenient, that of a trade between England and Germany in cloth and 
linen ; England being capable of producing Jo yards of cloth at the same 
cost with 15 yards of linen, Germany at the same cost with 20, and the 
two commodities being exchanged between the two countries (cost of 
carriage apart) at some intermediate rate, say 10 for 17. Germany could 
not be permanently undersold in the English market, and eapelled from 
it, unless by a country which offered not merely more than 17, but more 
than 20 yards of linen for 10 of cloth. Short of that, the competition would 
only oblige Germany to pay dearer for cloth, but would not disable her 
fromm exporting linen. The country, therefore, which could undersell 
Germany, must, in the first place, be able to produce linen at less cost, 
compared with cloth, than Germany herself ; and 1n the next place, must 
have such a demand for cloth, or other English commodities, as would 
compel her, even when she became sole occupant of the market, to give a 
greater advantage to England than Germany could give by resigning the 
whole of hers ; to give, for example, 21 yards for 10. For sf not—if, for 
example, the eqration of international demand, after Germany was 
excluded, gave a ratio of 18 for 10, Germany covld again enter into 
the competition ; Germany would be now the undc selling nation ; and 
there would be a point, perhaps 19 for 10, at which both countries would 
be able to maintain their ground, and to sell in England enough linen to 
pay for the cloth, or other Enghsh commodities, for which, on these 
newly adjusted terms of interchange, they had ademand. In like manner, 
England, as an exporter of cloth, could only be driven from the German 
market by some rival whose supeiior advantages in the production of 
cloth cnabled her, and the intensity of whose demand for German produce ~ 
compelled her, to offer 10 yards of cloth, not merely for less than 17 yardg 
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of linen, but for less than 15. In that case, England could no longer 
carry on the trade without lossy but in any case short of this, she would 
merely be obliged to give to Germany more cloth for less liner. than she 
had previously given., 

It thus appears that the alarm,of being,permanently undersold may be 
taken much too easily ; may be fken when the thing really to be antici- 

ated is not the loss of the trade, but the minor inconvenience of carrying 
it on at a diminished advantage ; an inconvenience chiefly falling on the 
consumers of foreign commodities, and not on the producers or sellers of 
the exported article. It is no sufficient ground of apprehension to the 
English producers, to find that some other country can sell cloth in 
foreign matikets at some particular time, a trifle cheaper than they can 
themselves afford to do in the existing state of prices in England  Sup- 
pose them to be temporarily unsold, and their exports diminished . the 
imports will exceed the exports, there will be a new distribution of the 
precious metals, prices will fall, and as all the money expenses of the 
English producers will be diminished, they will be able (if the case falls 
short of that stated in the preceding paragraph) again to compete with 
their rivals. The loss which England will incur, will not fall upon the 
exporters, but upon those who consume imported commodities ; who, with 
money,incomes reduced in amount, will have to pay the same or even an 
increased puice for all things pioduced in foreign countries. 

§ 2. Such, I conceive, is the true theory, or rationale, of underselling. 
It will be observed that it takes no account of some things which we hear 
spoken of, oftener pe:haps than any others, in the character of causes 
exposing a country to be undersold. 

Accoiding to the preceding doctiine, a country cannot be undersold in 
any commodity, unless the rival country haga stronger inducement than 
itself for devoting its labour and capital to the production of the com- 
modity ; arising from the fact that by doing so it occasions a gieater 
saving of labour and capital, to be shared between itselfand its customers 
—a gieater increase of the aggregate produce of the world. The under- 
selling, therefore, though a loss to the undersold country, is an advantage 
to the world at large ; the substituted commerce being one which econo- 
mizes more of the labour and capital of mankind, and adds more to their 
collective wealth, than the commerce superseded by it. The advantage, 
of course, consists in being able to produce the commodity of better 
quality, or with less labour, (compared with other things,) or perhaps not 
with less labour, but in less time ; with a less prolonged detention of the 
capital employed. This may arise fiom gicater natural advantages (such 
as soil, climate, richness of mines) ; supetior capability, either natural or 
acquired, in the labourers ; better division of labour, and better tools, or 
machinery. But there is no place left in this theory for the case of lower 
wages. This, however, in the theories commonly current, 1s a favourite 
cause of undersclling. We continually hear of the disadvantage under 
which the British producer labouis, both in foreign markets and even in 
his own, through the lower wages paid by his foreign 11\als. These lower 
wages, we are told, enable, or are always on the point of enabling them to 
_ Sell at lower prices, and to dislodge the English manufacturer from all 
markets in which he is not artificially protected. 

' Before examining this opinion on grounds of principle, it is worth while 
to bestow a moment’s consideiation upon it asa question of fact. Is it 
trye, that the wages of manufacturing labour are lower in foreign 
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countries than in England, in any sense in which low wages aré an 
advantage to the capitalist? The artisay, of Ghent or Lyons may earn 
less wages in a day, but does he not do less work? Degrees of efficiency 
considered, does lis labour cost less to his employer? Though wages 
may be lower on the Continent, 1s not the Cost of Labour, which 1s the 
real element in the competition, very aearly the same? That it 1s so, 
secms the opinion of competent judges, and 1s confirmed by the very little 
difference in the rate of profit between England and the Continental 
countries. But if so, the opimion is absurd that English producers can 
be undeisold by their Continental 1ivals from this cause. It is only in 
Ameuica that the supposition 1s primed facie admissible. In America, 
wages are much higher than in England, 1f we mean by wages the daily 
earnings of a labourer . but the productive power of Ameuican labour is 
so ercat—its efficiency, combined with the favourable circumstances in 
which it is exerted, makes 1t woith so much to the purchaser, that the Cost 
of Labour 1s lower in Ametica than in England ; as 1s proved by the fact 
that the general rate of piofits and of interest 1s very much higher. 

§ 3. But 1s it true that low wages, even in the sense ‘of low Cost of 
Labour, enable a country to sell cheaper in the foreign market? I of 
course mean, low wages which are common to the whole productive 
industry of the country. ° 

If wages, inany of the departments of industry which supply exports, 
aie kept, artificially, or lyy some accidental cause, below the general rate 
of wages in the country, this 1s a real advantage in the foreign market. 
It lessens the comparative cost of production of those articles, in 1elation 
to others, and has the same effect as if their production required so 
much less labour. ‘Take, for instance, the case of the United States in 
respect to certain commoditics. In that country, tobacco and cotton, two 
great articles of export, are produced by slave labour, while food, and 
manufactures generally, aie produced by free labourers, who either work 
on their own account or aie paid by wages. In spite of the inferior 
efficieucy of slave labour, there can be no reasonable doubt that ina 
country whete the wages of free labour are so high, the work executed by 
slaves is a better bargain to the capitalist. To whatever extent it 1s so, 
this smaller cost of labour, being not general, but limited to those em- 
ployments, 1s just as much a cause of cheapness in the products, both in 
the home and in the foreign market, as if they had been made by a less 
quantity of labour. If the slaves in the Southern States were emanci- 
pated, and their wages rose to the general Ievel of the earnings of free 
labour in America, that country might be obliged to crase some of the 
slave-grown articles from the catalogue of its exports, and would ceitainly 
be unable to sell any of them in the foreign market at the present price. 
Their cheapness 1s partly an artificial cheapness, which may be compared 
to that produced by a bounty on production or on exportation: or, 
considering the means by which it is obtained, an apter comparison 
would be with the cheapness of stolen goods. 

An advantage of a similar economical, though of a very different moral 
character, is that possessed by domestic manufacturers ; fabrics produced 
in the leisure hours of families partially occupied in other pursuits, who, 
not depending for subsistence on the produce of the manufacture, can 
afford to sell it at any price, however low, for which they think it worth 
while to take the trouble of producing. In an account of the Canton of 
Zurich, to which I have had occasion to refer on another subject, it ig 


COMPETITION OF COUNTRIES IN THE SAME MARKET. 483 


observed,* ‘ The workman of Zurich 1s to-day a manufacturer, to-morrow 
again an agriculturist, and changes his occupation with the seasons, in a 
continual round. Manufact&ring industry and tillage advance hand in 
hand, in inseparable alliance, and 1n this union of the two occupations the 
secret may be found, why the simple and unlearned Swiss manufacturer 
can always go on competing and incgeasing 1n prosperity, in the face of 
those extensive establishments fitted out with great economic, and (what 
is still more important) intellectual, resources. Even in those parts of the 
Canton where manufactures have extended themselves the most widely, 
only one-seventh of all the families belong to manufactures alone ; four- 
sevenths combine that employment with agriculture The advantage of 
this domestic or family manufacture consists chiefly in the fact, that it is 
compatible with all other avocations, or rather that it may in part be 
regarded as only a supplementary employment. In winter, in the 
dwellings of the opcratives, the whole family employ themselves 1n it: 
but as soon as sping appears, those on whom the early field labours 
devolve, abandon the in-door work; many a shuttle stands still; by 
degrees, as the field-work increases, one member of the family follows 
another, till at last, at the harvest, and during the so-called “ great works,” 
all hands seize the implements of husbandry ; but in unfavourable weather, 
and in all otherwise vacant hours, the work in the cottage is resumed, and 
when the nngenial season again 1ecurs, the people return in the same 
gradual order to their home occupation, until they have all resumed it.’ 

In the case of these domestic marfufacturts, the comparative cost of 
production, on which the interchange between countyies depends, 1s much 
lower than in proportion to the quantity of labour employed. The work- 
people, looking to the earnings of their loom for a part only, if for any 
part, of their actual maintenance, can afford to work for a less remu- 
neration than the lowest rate of wages which can exist in the employments 
by which the labourer has to support the whole expense of a family. 
Working, as they do, not for an employer but for themselves, they may be 
said to carry on the manufacture at no cost at all, except the small expense 
of a loom and of the material ; and the limit of possible cheapness 1s not 
the necessity of living by their trade, but that of earning enough by the 
work, to make that social employment of their leisure hours not disagieeable. 

§ 4. These two cases, of slave labour and of domestic manufactures, 
exemplify the conditions under which low wages enable a country to sell 
its Commodities cheaper in foreign markets, and consequently to underscell 
its rivals, or to avoid being undersold by them. But no such advantage 
is conferred by low wages when common to all branches of industry. 
General low wages never caused any country to undersell its rivals, nor 
did general high wages ever hinder it from doing so. 

To demonstrate this, we must return to an elementary principle which 
was discussed in a former chapter.f General low wages do not cause low 
prices, nor high wages high prices, within the country itself. General 
prices are not 1aised by a rise of wages, any more than they would be 
raised by an increase of the quantity of labour required 1n all production. 
Expenses which affect all commodities equally, have no mfluence on 
prices. If the maker of broadcloth or cutlery, and nobody else, had to 
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pay higher wages, the price of his commodity would rise, just as it would 
f he had to employ more labour ; because otherwise he would gain less 
profit than other producers, and nobody would engage in the employment. 
But if everybody has to pay higher wages, or everybody to employ more 
labour, the loss must be submitted to; as it affects everybody altke, no one 
can hope to get rid of it bya change of emplyyment, each therefore resigns 
himself to a diminution of profits, and prices remain as they were. In like 
manner, general low wages, or a general increase in the productiveness of 
labour, does not make prices low, but profits high. If wages fall, (meaning 
here by wages the cost of labour,) why, on that account, should the pro- 
ducer lower his price ? He will be forced, it may be said, by the compe- 
tition of other capitalists who will crowd into hisemployment. But other 
capitalists are also paying lower wages, and by entering into competition 
with him they would gain nothing but what they are gaining already. 
The rate then at which labour is paid, as well as the quantity of it which 
is employed, affects neither the value nor the price of the commodity pro- 
duced, except in so far as it is peculiar to that commodity, and not 
common to commodities generally. 

Since low wages are not a cause of low prices in the country itself, so 
neither do they cause it to offer its commodities in foreign markets ata 
lower price. It 1s quite true that if the cost of labour 1s lower in America 
than in England, America could sell her cottons to Cuba at a lower price 
than England, and still gain as high a profit as the English manufacturer. 
But it 1s not with the profit of the English manufacturer that the American 
cotton spinner will make his comparison ; 1t 1s with the profits of other 
American capitalists. These enjoy, in common with himself, the benefit 
of a low cost of labour, and have accordingly a high rate of profit. ‘This 
high profit the cotton spinner must also have : he will not content himself 
with the English profit. Jt 1s true he may go on for a time at that lower 
rate, rather than change his employment; and a trade may be carried on, 
sometimes for a long period, at a much lower profit than that for which 
it would have been originally engaged in. Countries which have a low 
cost of labour, and high profits, do not for that reason undetscll others, 
but they do oppose a more obstinate resistance to being undersold, because 
the producers can often submit to a diminution of profit without being 
unable to live, and even to thrive, by their business, But that is all which 
their advantage does for them ; and in this resistance they will not long 
persevere, when a change of times which may give them equal profits 
with the rest of their countrymen has become manvfestly hopeless. 

§ 5. There is a class of trading and exporting communities, on which a 
few words of explanation seem to be required. These are hardly to be 
looked upon as countries, carrying on an exchange of commodities with 
other countries, but more properly as outlying agricultural or manufac- 
turing establishments belonging to a larger community. Our West India 
colonies, for example, cannot be regarded as countries, with a productive 
capital of their own. If Manchester, instead of being where it 1s, were on 
a rock in the North Sea (its present industry nevertheless continuing), it 
would still be but a town of I¢ngland, not a country trading with England: 
it would be merely, as now, the place where England finds it convenient 
to carry on her cotton manufacture. The West Indies, in like manner, 
are the place where England finds it convenient to carry on the production 
of sugar, coffee, and a few other tropical commodities. All the capital 
employed is English capital; almost all the industry is carried on for 
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English uses; there is little production of anything except the staple 
commodities, and these are gent to England, not to be exchanged for 
things exported to the colony’and consumed by its inhabitants, but to be 
sold in England for the benefit of the proprietors there. The trade with 
the West Indies is therefore hardly to be considered as external trade, 
but more resembles the traffic petween town and country, and 1s amenable 
to the principles of the home trade. The rate of profit in the colonies 
will be regulated by English profits: the expectation of profit must be 
about the same as in England, with the addition of compensation for the 
disadvantages attending the more distant and hazardous employment : 
and after allowance 1s made for those disadvantages, the value and price 
of West India produce in the English market must be regulated (or rather 
must have been 1egulated formerly) hke that of any English commodity, 
by the cost of production. For the last ten or twelve years this principle 
has been in abeyance: the price was first kept up beyond the ratio of the 
cost of production by deficient supplies, which could not, owing to 
deficiency of labour, be increased ; and more recently the admission of 
foreign competition has introduced another element, and the West Indies 
are undersold, not so much because wages are higher than in Cuba and 
Brazil, as because they are higher than in England : for were they not so, 
Jamaica could sell her sugars at Cuban prices, and still obtain, though 
not a Cuban, an Enghish rate of profit. 

It is woith while also to notice another class of small, but in this case 
mostly independent communities, whith havé supported and enriched 
themselves almost without any productions of their own (except ships and 
marine equipments), by a mere carrying trade, and commerce of entrepét; 
by buying the produce of one country, to sell it at a profitin another. Such 
were Venice and the Hanse Towns. The case of these communities is 
very simple. ‘They made themselves and their capital the instruments, 
not of production, but of accomplishing exchanges between the pro- 
ductions of other countries. These exchanges were attended with an 
advantage to those countries—an increase of the aggregate returns to 
industry—part of which went to indemnify the agents, for the necessary 
expenses of transport, and another part to remunerate the use of their 
capital and mercantile skill. The countries themselves had not capital 
disposable for the operation. When the Venetians became the agents of 
the general commerce of Southern Europe, they had scarcely any com- 
petitors: the thing would not have been done at all without them, and 
there was really no limit to their profits except the limit to what the 
ignorant feudal nobility would give for the unknown luxunes then first 
presented to their sight. At a later period competition arose, and the 
profit of this operation, like that of others, became amenable to natural 
laws. The carrying trade was taken up by Holland} a country with pro- 
ductions of its own and a large accumulated capital. The other nations 
of Europe also had now capital to spare, and were capable of conducting 
their forcign trade for themselves: but Holland, having, from a varicty of 
circumstances, a lower rate of profit at home, could afford to carry for 
other countries at a smaller advance on the orginal cost of the goods, 
than would have been required by their own capitalists ; and Holland, 
therefoie, engrossed the greatest part of the carrying trade of all those 
countries which did not keep it to themselves by Navigation Laws, con- 
structed, like those of England, for the express purpose, 
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CHAPTER XXVI. 
OF DISTRIBUTION, AS AFFECTED BY EXCHANGFE. 


§ 1. WE have now completed, as far as 1s compatible with the purposes 
and limits of this treatise, the exposition of the machinery through which 
the produce of a country 1s apportioned among the different classes of its 
inhabitants ; which 1s no other than the machinery of Exchange, and has 
for the exponents of its operation, the laws of Value and of Price. We shall 
now avail ourselves of the hght thus acquired, to cast a retrospective 
glance at the subject of Distribution. The division of the produce among 
the three classes, Labourers, Capitalists, and Landlords, when considered 
without any reference to Exchange, appeared to depend on certain general 
laws. It 1s fit that we should now consider whether these same laws still 
operate, when the distiibution takes place through the complex mechanism 
of exchange and money ; or whether the properties of the mechanism 
interfere with and modify the presiding principles, 

The primary division of the produce of human exertion and frugality is, 
as we have seen, into three shares, wages, profits, and rent; and these 
shares are portioncd out to the persons entitled to them, in the form of 
money, and by a process of exchange ; or rather, the capitalist, with whom 
in the usual arrangements of society the produce remains, pays in money, 
to the other two sharers, the market value of their labour and land. If 
we examine, on what thd pecumtary value of labour, and the pecuniary 
value of the use of land, depend, we shall find that it is on the very same 
causes by which we found that wages and rent would be regulated if there 
were no money and no exchange of commodities, 

It is evident, in the first place, that the law of Wages is not affected by 
the existence or non-existence of Exchange or Money. Wages depend 
on the ratio between population and capital : and would do so if all the 
capital in the world were the property of one association, or if the capitalists 
among whom it 1s shared maintained each an establishment for the pro- 
duction of every article consumed in the community, exchange of com- 
modities having no existence. As the ratio between capital and population, 
everywhere but in new colonies, depends on the strength of the checks by 
which the too rapid increase of population 1s restrained, 1t may be said, 
popularly speaking, that wages depend on the checks to population ; that 
when the check 1s not death, by starvation or disease, wages depend on 
the prudence of the labouring people ; and that wages 1n any country ate 
habitually at the lowest rate, to which in that country the labourers will 
suffer them to be depressed rather than put a restraint upon multiplication. 

What 1s here meant, however, by wages, 1s the labourer’s real scale of 
comfort ; the quantity he obtains of the things which nature or habit has 
made necessary or agreeable to him: wages in the sense in which they 
are of importance to the receiver. In the sense in which they are of im- 
portance to the payer, they do not depend exclusively on such simple 
principles. Wages in the first sense, the wages on which the labourcr’s 
comfort depends, we shall call real wayes, or wages in kind. Wages, in 
the second sense, we may be permitted to call, for the present, money 
wages ; assuming, as it 1s allowable to do, that money remains for the 
time an invariable standard, no alteration taking place in the conditions 
under which the circulating medium itself 1s produced or obtained. If 
money itself undergoes no variation in cost, the money price of labour is 
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an exact measure of the Cost of Labour, and may be made use of asa 
convenient symbol to expresg it. 

The money wages of labour are a compound result of two elements : 
first, real wages, or wages in kind, or in other words, the quantity which 
the labourer obtains of the ordinary articles of consumption ; and secondly, 
the money prices of those artigles. Ineall old countries—all countries in 
which the increase of population 1s in any degree checked by the difficulty 
of obtaining subsistence—the habitual money price of labour 1s that which 
will just enable the labourers, one with another, to purchase the com- 
modities without which they will not consent to continue the race. Their 
standard of comfort being given, (and by the standard of comfort ina 
labouring class, 1s meant that, rather than forego which, they will abstain 
from multipucation,) money wages depend on the money price, and there- 
fore on the cost of production, of the various articles which the labourers 
habitually consume : because if their wages cannot procure them a given 
quantity of these, their increase will slacken and their wages nse. Of 
these articles, food and other agricultural produce are so much the 
principal, as to leave little influence to anything else. 

It 1s at this point that we are enabled to invoke the aid of the principles 
which have been laid down in this Third Part. The cost of production of 
food and agricultural produce has been analyzed in a preceding chapter. 
It depends on the productiveness of the least fertile land, or of the least 
productively employed portion of capital, which the necessities of society 
have as yet put in requisition for agricfltural furposes. The cost of pro- 
duction of the food grown in thesc least advantageous circumstances, 
determines, as we have seen, the exchange value and money price of the 
whole, In any given state, therefore, of the labourer’s habits, his money 
wages depend on the productiveness of the least fertile land, or least pro- 
ductive agricultural capital ; on the point which cultivation has reached 
in its downward progress—in its encroachments on the barren lands, and 
its gradually increased strain upon the powers of the more fertile. Now, 
the force which urges on cultivation in this downwaid course, is the 
increase of people ; while the counter-force which checks the descent, is 
the improvement of agricultural science and practice, enabling the same 
soil to yield to the same labour more ample returns. The costliness of 
the most costly part of the produce of cultivation, is an exact expression 
of the state, at any given moment, of the race which population and agri- 
cultural skill are always running against each other. 

§ 2. It is well said by Dr. Chalmers, that many of the most important 
lessons in political economy are to be learnt at the extreme margin of 
cultivation, the last point which the culture of the soil has reached in its 
contest with the spontaneous agencies of nature. The degree of produc- 
tiveness of this extreme margin, is an index to thé existing state of the 
distribution of the produce among the three classes, of labourers, capitalists, 
and landlords. 

When the demand of an increasing population for more food cannot be 
satished without extending cultivation to less fertile land, or incurring 
additional outlay, with a less proportional return, on land already in 
cultivation, it is a necessary condition of this increase of agricultural 
produce, that the value and price of that produce must first rise. But as 
soon as the price has risen sufficiently to give to the additional outlay of 
capital the ordinary profit, the rise will not go on still further for the 
purpose of enabling the new land, or the new expenditure on old land, to 
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yield rent as well as profit. The land or capital last put im requisition and 
occupying what Dr. Chalmers calls the margin of cultivation, will yield, 
and continue to yield, no rent. But if this yields no rent, the rent afforded 
by all other Jand or agricultural capital will be exactly so much as it pro- 
duces more than this. The price of food will always on the average be 
such, that the worst land, and the least, productive instalment of the 
capital employed on the better lands, shall just replace the expenses with 
the ordinary profit. If the least favoured land and capital just do thus 
much, all other land and capital will yield an extra profit, equal to the 
proceeds of the extra produce due to their superior productiveness ; and 
this extra profit becomes, by competition, the prize of the landlords. 
Exchange, and money, therefore, make no difference in the law of rent: 
it 1s the same as we originally found it. Rent is the extra return made to 
agricultural capital when employed with peculiar advantages ; the exact 
equivalent of what those advantages enable the producers to economize 
in the cost of production: the value and price of the produce being 
regulated by the cost of production to those producers who have no 
advantages ; by the return to that portion of agricultural capital, the 
circumstances of which are the least favourable. 

§ 3. Wages, and Rent, being thus regulated by the same principles 
when paid in money, as they would be if apportioned in kind, it follows 
that Profits are so likewise. For the surplus, after replacing wages and 
paying rent, constitutes Profits. 

We found in the last chapter Of the Second Book, that the advances 
of the capitalist, when analyzed to their ultimate elements, consist either 
in the purchase or maintenance of labour, or in the profits of former 
capitahsts ; and that therefore profits in the last resort, depend upon the 
Cost of Labour, falling as that rises, and rising as it falls. Let us en- 
deavour to trace more minutely the operation of this law. 

There are two modes in which the Cost of Labour, which is correctly 
represented (money being supposed invariable) by the money wages of 
the labourer, may be increased. The labourer may obtain greater 
comforts ; wages in kind—real wages—may mse. Or the progress of 
population may force down cultivation to inferior soils, and more costly 
processes ; thus raising the cost of production, the value, and the price, 
of the chief articles of the labourers consumption. On either of these 
suppositions, the rate of profit will fall. 

If the labourer obtains more abundant commodities, only by reason of 
their greater cheapness ; if he obtains a greater quantity, but not on the 
whole a greater cost ; his real wages will be increased, but not his money 
wages, and there will be nothing to affect the rate of profit. But 1f he 
obtains a greater quantity of commodities of which the cost of production 
is not lowered, he obtains a greater cost; his money wages are higher. 
The expense of these increased money wages falls wholly on the capitalist. 
There are no conceivable means by which he can shake it off. It may be 
said—it used formerly to be said—that he will get rid of it by raising his 
price. But this opinion we have already, and more than once, fully 
refuted.* 

The doctrine, indeed, that a rise of wages causes an equivalent rise of 
prices, is, as we formerly observed, self-contradictory : for if it did so, it 
would not be a rise of wages; the labourer would get no more of any 


* Supra, book iii. ch. iv. § 2, and ch, xxv. § 4. 
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commodity than he had before, let his money wages rise ever so much ; 
a rise of real wages would be an impossibility. This being equally 
contrary to reason and to tact, it is evident that a rise of money wages 
does not raise prices ; that high wages are not a cause of high prices. A 
rise of general wages falls on profits. There is no possible alternative. 

Having disposed of the quse in which the increase of money wages, 
and of the Cost of Labour, arises from the labourer’s obtaining more 
ample wages in kind, let us now suppose it to arise from the increased 
cost of production of the things which he consumes ; owing to an increase 
of population, unaccompanied by an equivalent increase of agricultural 
skill. The augmented supply required by the population would not be 
obtained, unless the price of food rose sufficiently to remunerate the 
farmer for the increased cost of production. The farmer, however, in this 
case sustains a twofold disadvantage. He has to carry on his cultivation 
under less favourable conditions of productiveness than before. For this, 
as it is a disadvantage belonging to him only as a farmer, and not shared 
by other employers, he will, on the general principles of value, be com- 
pensated by a rise of the price of his commodity : indeed, until this rise 
has taken place, he will not bring to market the required increase of 
produce. Lut this very rise of price involves him in another necessity, 
for which he 1s not compensated. Je must pay higher money wages to 
his labourers. This necessity, being common to him with all other 
capitalists, forms no ground for a rise of price. The price will rise, until 
it has placed him in as good a situation in 1espect of profits, as other 
employers of labour: it will rise so as to indemnifyehim for the increased 
labour which he must now employ in order to produce a given quantity of 
food: but the increased wages of that labour are a burthen common to 
all, and for which no one can be indemnified. It will be paid wholly 
from Profits. 

Thus we see that increased wages, when common to all descriptions of 
productive labourers, and when really representing a greater Cost of 
Labour, are always and necessarily at the expense of profits. And by-~ 
reversing the cases, we should find in Ike manner that diminished wages, 
when representing a really diminished Cost of Labour, are equivalent to 
a rise of profits. But the opposition of pecuniary interest thus indicated 
between the class of capitalists and that of labourers, is to a great extent 
only apparent. Real wages are a very different thing fiom the Cost of 
Labour, and are gencrally highest at the times and places where, from 
the easy terms on which the land yields all the produce as yet required 
from it, the value and price of food being low, the cost of labour to the 
employer, notwithstanding its ample remuneration, is comparatively 
cheap, and the rate of profit consequently high; as at present in the 
United States. We thus obtain a full confirmation of our original 
theorem that Profits depend on the Cost of Labour: or, to express the 
meaning with still greater accuracy, the rate of profit and the cost of 
labour vary inversely as one another, and are joint effects of the same 
agencies or causes. 

But does not this proposition require to be slightly modified, by making 
allowance for that portion (though comparatively small) of the expenses 
of the capitalist, which does not consist in wages paid by himself or 
reimbursed to previous capitalists, but in the profits of those previous 
capitalists? Suppose, for example, an invention in the manufacture of 
leather, the advantage of which should consist in rendering 1t unnecessary 
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that the hides should remain for so great a Jength of time in the tan-pite 
Shoemakers, saddlers, and other workers in leather, would save a part of 
that portion of the cost of their material whhch consists of the tanner’s 
profits during the time his capital is locked up; and this saving, it may 
be said, is a source from which they might derive an increase of profit, 
though wages and the Cost of Labour remained exactly the same. In 
the case here supposed, however, the consurlier alone would benefit, since 
the prices of shoes, harness, and all other articles into which leather 
enters, would fall, until the profits of the producers were reduced to the 
general level. To obviate this objection, let us suppose that a similar 
saving of expenses takes place in all departments of production at once. 
In that case, since values and prices would not be affected, profits would 
probably be raised ; but if we look more closely into the case we shall 
find, that it 1s because the cost of labour would be lowered. In this as in 
any other case of increase in the general productiveness of labour, if the 
labourer obtained only the same real wages, profits would be raised: but 
the same real wages would imply a smaller Cost of Labour; the cost of 
production of all things having been, by the supposition, diminished. If, 
on the other hand, the real wages of labour rose proportionally, and the 
Cost of Labour to the employer remained the same, the advances of the 
capitalist would bear the same ratio to his returns as before, and the rate 
of profit would be unaltered. The reade: who may wish for a more 
minute examination of this point will find it in the volume of separate 
Essays to which reference has befare been made * ‘The question 1s too 
intricate in comparison with its importance, to be further entered into in 
a work like the present ; and I will merely say, that it seems to result 
from the considerations adduced 1n the Essay, that there is nothing in the 
case in question to affect the integrity of the theory which affirms an 
exact correspondence, in an inverse direction, between the rate of profit 
and the Cost of Labour. 


BOOK IV—INFLUENCE OF THE PROGRESS OF 
SOCIETY ON PRODUCTION AND DISTRIBUTION. 





CHAPTER I. 
GENERAL CHARACTERISTICS OF A PROGRESSIVE STATE OF WEALTH, 


§ 1. THE thiee preceding Parts include as detailed a view as the limits 
of this Treatise permit, of what, by a happy generalization of a mathe- 
matical phrase, has been called the Statics of the subject. We have 
surveyed the field of economical facts, and have examined how they stand 
related to one another as causes and effects ; what circumstances deter- 
mine the amount of production, of employment for labour, of capital and 
population ; what laws regulate rent, profits, and wages ; under what 
conditions and in what proportions commodities are interchanged between 
individuals and between countries. We have thus obtained a collective 
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view of the economical phenomena of society, considered as existing 
simultaneously. We have ascertained, to a certain extent, the principles 
of their interdependence ; and @vhen the state of some of the elements 1s 
known, we should now be able to infer, in a general way, the contem- 
poraneous state of most of the others, All this, however, has only put us 
In possession of the economical laws of a stationary and unchanging 
society. We have still to consiger the eeonomical condition of mankind 
as hable to change, and indeed (in the more advanced portions of the race, 
and in all regions to which their influence reaches) as at all times under- 
going progressive changes. We have to consider what these changes are, 
what are their laws, and what their ultimate tendencies ; thereby adding 
a theory of motion.to our theory of equhbrium—the Dynamics of political 
economy to the Statics, 

In this inquiry, it is natural to commence by tracing the operation of 
known and acknowledged agencies. Whatever may be the other changes 
which the economy of society 1s destined to undergo, there is one actually 
In progress, concerning which there can be no dispute. In the leading 
countries of the world, and in all others as they come within the influence 
of those leading countries, there 1s at least one progressive movement 
which contmues with little interruption from year to year and from 
generation to generation ; a progress in wealth ; an advancement in what 
is called material prosperity. All the nations which we are accustomed 
to call civilized, increase gradually in production and 1n population ; and 
there is no reason to doubt, that not only these nations will for some time 
continue so to increase, but that most of the ofher nations of the world, 
including some not yet founded, will successively enter upon the same 
carcer. It will, therefore, be our first object to examine the nature and 
consequences of this progressive change ; the elements which constitute 
it, and the effects it produces on the variqus economical facts of which we 
have been tracing the laws, and especially on wages, profits, rents, values, 
and prices. 

§ 2. Of the features which characterize this progressive economical 
movement of givilized nations, that which first excites attention, through its 
intimate connection with the phenomena of Production, 1s the perpetual, 
and so far as human foresight can extend, the unlimited, growth of man’s 
power over nature. Our knowledge of the properties and laws of physical 
objects shows no sign of approaching its ultrmate boundaries: it is 
advancing more rapidly, and in a greater number of directions at once, 
than in any previous age or generation, and affording such frequent 
glimpses of unexplored fields beyond, as to justify the belief that our 
acquaintance with nature 1s still almost in its infancy. This increasing 
physical knowledge 1s now, too, more rapidly that at any former peniod, 
conveited, by practical ingenuity, into physical power. The most mar- 
vellous of modern inventions, one which realizes the imaginary feats of 
the magician, not metaphorically but literally—the electro-magnetic 
telegraph—sprung into existence but a few years after the establishment 
of the scientific theory which it realizes and exemplifics. Lastly, the 
manual part of these great scientific operations is now never wanting to 
the intellectual ; there is no difficulty in finding or forming, in a sufficient 
number of the working hands of the community, the requisite skill, 
combined with the requisite intelligence, for executing the most delicate 
processes of the application of science to practical uses. From this union 
of conditions, it is impossible not to look forward to a vast multiplication 
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and long succession of contrivances for economizing labour and increasing 
its produce ; and to an ever wider diffusion of the use and benefit of those 
contrivances. \ 

Another change, which has always hitherto characterized, and will 
assuredly continue to characterize, the progress of civilized society, 1s a 
continual increase of the security of person and property. The people of 
every country in Europe, the most backwad as well as the most advanced, 
are, in each generation, better protected against the violence and rapacity 
of one another, both by a more efficient judicature and police for the 
suppression of private crime, and by the decay and destruction of those 
mischievous privileges which enabled certain classes of the community to 
prey with impunity upon the rest. They are also, in-every generation, 
better protected, either by institutions or by manners and opinion, against 
the arbitrary exercise of the power of government. Even in semibarbarous 
Russia, acts of spoliation directed against individuals, who have not made 
themselves politically obnoxious, are not now so frequent as much to 
affect any person’s feelings of security. Taxation, in all European 
countries, grows less arbitrary and oppressive, both 1n itself and in the 
manner of levying it. Wars, and the destruction they cause, are now 
confined, in almost every country, to those distant and outlying pos- 
sessions at which 1t comes into contact with savages, Even the vicissi- 
tudes of fortune which arise from inevitable natural calamities, are more 
and more softened to those on whom they fall, by the continual extension 
of the salutary practice of insurance. 

Of this increased security, one of the most unfailing effects is a great 
increase both of preduction and of accumulation. Industry and frugality 
cannot exist, where there is not a preponderant probability that those 
who labour and spare will be permitted to enjoy. And the nearer this 
probability approaches to a ceitainty, the more do industry and frugality 
become pervading qualities in a people. Experience has shown that a 
large proportion of the results of labour and abstinence may be taken 
away by fixed taxation, without impairing, and sometimes even with the 
effect of stimulating, the qualities from which a gieat production and an 
abundant capital take their rise. But those qualities aie not proof against 
a high degree of uncertainty. You may carry off a part ; but there must 
be assurance that you will not interfere, nor suffer anyone to interfere, 
with the remainder. 

One of the changes which most infallibly attend the progress of modern 
society, 1s an improvement in the business capacities of the general mass 
of mankind. Ido not mean that the practical sagacity of an individual 
human being 1s greater than formerly. I am inclined to believe that 
economical progress has hitherto had even a contrary effect. A person 
of good natural endowments, in a rude state of society, can do a greater 
number of things well, has a greater power of adapting means to ends, is 
more capable of extricating himself and others from an unforeseen em- 
barrassment, than ninety-nine in a hundred of those who have known 
only the civilized form of life. How far these points of inferiority of 
faculties are compensated, and by what means they might be compensated 
still more completely, to the civilized man as an individual being, is a 
question belonging to a different inquiry from the present. But to 
civilized human beings collectively considered, the compensation is ample. 
What is lost in the separate bodily and mental efficiency of each, is far 
more than made up by their greater capacity of united action. In exact 
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proportion as they put off the qualities of the savage, they become 
amenable to discipline ; capable of adhering to plans concerted before- 
hand, and about which they*may not have been consulted ; of sub- 
ordinating their individual caprice to a preconceived determination, and 
une severally the parts allotted to them in a combined undertaking. 

orks of all sorts, impracticable to the savage or the half-civilized, are 
daily accomplished by civilized +hations, fot by any greatness of faculties 
in the actual agents, but through the sanple fact, that each 1s able to rely 
with certainty on the others for the portion of the work which they 
respectively undertake. The pecuhar characteristic, in short, of civilized 
beings, is the capacity of co-operation : and this, like other faculties, tends 
to improve by practice, and becomes capable of assuming a constantly 
wider sphere of action. 

Accordingly there 1s no more certain incident of the progressive change 
taking place in society, than the continual growth of the principle and 
practice of co-operation. Associations of individuals voluntarily com- 
bining their small contributions, now perform works, both of an industnal 
and of many other characters, which no one person or small number of 
persons are rich enough to accomplish, or for the performance of which 
the few persons capable of accomplishing them were formerly enabled to 
exact the most inordinate remuneration. As wealth increases and 
business capacity improves, we may look forward to a great extension of 
establishments, both for industrial and other purposes, formed by the 
collective contributions of large numbers,; estahJishments like those known 
by the technical name of joint-stock companies, or the associations less 
formally constituted, which are so numerous in England, to raise funds 
for public or philanthropic objects. 

The progress which is to be expected in the physical sciences and arts, 
combined with the greater security of ptoperty, and greater freedom in 
disposing of it, which are obvious features in the civilization of modern 
nations, and with the more extensive and more skilful employment of the 
oint-stock principle, afford space and scope for an indefinite increase of 
capital and production, and for the increase of population which 1s its 
ordinary accompaniment. That the growth of population will overpass 
the increase of production, there is not much reason to apprehend ; and 
that it should even keep pace with it, is inconsistent with the supposition 
of any real improvement in the poorest classes of the people. It is, 
however, quite possible that there might be a great progress in industrial 
improvement, and in the signs of what is commonly called national 
piosperity ; a great increase of aggregate wealth, and even, in some 
respects, a better distribution of it; that not only the rich might grow 
richer, but many of the poor might grow rich, that the intermediate classes 
might become more numerous and powerful, and the means of enjoyable 
existence be more and more largely diffused, while yet the great class at 
the base of the whole might increase in numbers only, and not in comfort 
nor in cultivation. We must, therefore, in considering the effects of the 
progress of industry, admit as a supposition, however greatly we 
deprecate as a fact, an increase of population as long-continued, as 
indefinite, and possibly even as a rapid, as the increase of production and 
accumulation. 

With these preliminary observations on the causes of change at work 
in a society which is in a state of economical progress, I proceed to a 
more detailed examination of the changes themselves. 
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CHAPTER ‘1, 


INFLUENCE OF THE PROGRESS OF INDUSTRY AND POPULATION ON 
VALUES AND PRICES, 


§ 1. THE changes which the progress ef industry causes or presupposes 
in the circumstances of production, are necessarily attended with changes 
in the values of commodities. 

The permanent values of all things which are neither under a natural 
nor under an artificial monopoly, depend, as we have seen, on their cost 
of production. But the increasing power which mankind are constantly 
acquuing over nature, increases more and more the efficiency of human 
exertion, or in other words, diminishes cost of production. All inventions 
by which a greater quantity of any commodity can be produced with the 
same labour, or the same quantity with less labour, or which abridge the 
process, so that the capital employed needs not be advanced for solong a 
time, lessen the cost of production of the commodity. As, however, value 
is relative ; 1f inventions and improvements in production were made in 
all commodities, and all in the same degree, there would be no alteration 
in values Things would continue to exchange for each other at the 
same rates as before ; and mankind would obtain a greater quantity of all 
things in return for their labour and abstinence, without having that greater 
abundance measured and declared (as it 1s when it affects only one thing) 
by the diminished exchange value of the commodity. 

As for prices, in.these circumstances they would be affected or not, 
according as the improvements 1n production did or did not extend to the 
precious metals If the materials of money were an exception to the 
general diminution of cost of production, the values of all other things 
would fall in relation to money, that 1s, there would be a fall of general 
prices throughout the world. But if money, like other things, and in the 
same deyree as other things, were obtained in greater abundance and 
cheapness, prices would be no more affected than values would ; and 
there would be no visible sign, in the state of the markets, of any of the 
changes which had taken place ; except that there would be (if people 
continued to labour as much as before) a greater quantity of all sorts 
of commodities, circulated at the same prices by a greater quantity of 
money. 

Improvements in production are not the only circumstance accompany- 
ing the progress of industry which tends to diminish the cost of produc- 
ing, or at least of obtaining, commodities. Another circumstance is the 
increase of intercourse between different parts of the wold. As commerce 
extends, and the ignorant attempts to restrain it by tariffs become obsolete, 
commodities tend more and more to be produced in the places in which 
their production can be carried on at the least expense of labour and 
capital to mankind. As civilization spreads, and security of person and 
property becomes established, in parts if the world which have not hitherto 
had that advantage, the productive capabilities of those places are called 
into fuller activity, for the benefit both of their own inhabitants and of 
foreigners. The ignorance and misgovernment in which many of the 
regions most favoured by nature are still grovelling, afford work, probably, 
for many gener*!'ons before those countries will be raised even to the 
present level of the most civilized parts of Europe. Much will also 
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depend on the increasing migration of labour and capital to unoccupied 
parts of the earth, of whigh the soil, climate, and situation are 
found, by the ample means of exploration now possessed, to promise 
not only a large return to industry, but great facilities of producing 
commodities suited to the markets of old countries. Much as the col- 
lective industry of the earth is Ijkely to be increased in efficiency by the 
extension of science and of the industrial arts, a still more active source 
of increased cheapness of production will be found, piobably, for some 
time to come, in the gradually unfolding consequences of Free Trade, 
and in the increasing scale on which Emigiation and Colonization will be 
carried on. 

Krom the causes now enumerated, unless counteracted by others, the 
progress of things enables a country to obtain at less and less of real cost, 
not only its own productions but those of foreign countries. Indeed, 
whatever diminishes the cost of its own productions, when of an exportable 
character, enables it, as we have already seen, to obtain its imports at 
less real cost. 

§ 2. But is it the fact, that these tendencies are not counteracted? Has 
the progiess of wealth and industry no effect in regard to cost of produc- 
tion, but to diminish it? Are no causes of anopposite character brought 
into operation by the same prugress, sufficient 1n some cases not only to 
neutralize but to overcome the former, and convert the descending move- 
ment of cost of production into an ascending movement? We are 
already aware that there are such causes? and that, in the case of the most 
important classes of commodities, food and materials,,there is a tendency 
diametrically opposite to that of which we have been speaking. The 
cost of production of these commodities tends to increase, 

This is not a property inherent in the commodities themselves. If 
popuation were stationary, and the produce of the earth never needed to 

e augmented in quantity, there would be no cause for greater cost of pro- 
ductron. Mankind would, on the contrary, have the full benefit of all 
improvements in agriculture, or in the arts subsidiary to it, and there 
would be no difference, in this respect, between the products of agricul- 
ture and those of manufactures. The former, indeed, so far as present 
foresight can extend, does not seem to be susceptible of improved pro- 
cesses to so great a degree as some branches of manufacture ; but inven- 
tions may be in reserve for the future, which may imvert this relation. 
The only products of industry which, if population did not increase, 
would be liable to a real increase of cost of production, are those which, 
depending on a material which 1s not renewed, are either wholly or 

artially exhaustible ; such as coal, and most if not all metals; for even 
iron, the most abundant as well as most useful of metallic products, which 
forms an ingredient of most minerals and of almosf all rocks, 1s sus- 
ceptible of exhaustion so far as regards its richest and most tractable 
o1es, 

When, however, population increases, as it has never yet failed to do 
when the increase of industry and of the means of subsistence makes 
room for it, the demand for most of the productions of the earth, and par- 
ticulatly for food, increases in a corresponding proportion. And then 
comes into effect that fundamental law of production from the soil, on which 
we have so frequently had occasion to expatiate; the law that increased 
labour, in any given state of agricultural skill, is attended with a less than 
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proportional increase of produce. The cost of production of the fruits of 
the earth increases, ceferis paribus, with every increase of the demand. 

No tendency of a like kind exists with respect to manufactured articles. 
The tendency is in the contrary duection. The larger the scale on which 
manufacturing operations are carried on, the more cheaply they can in 
general be performed. Mr. Senior has gone the length of enunciating as 
an inherent law of manufacturing industry, that in it increased production 
takes place at a smaller cost, while in agricultural industry increased pro- 
duction takes place at a greater cost. I cannot think, however, that even 
in manufactures, incieased cheapness follows increased production by 
anything amounting to a law. It 1sa probable and usual, but not a neces- 
sary, consequence. 

As manufactures, however, depend for their materials either upon agti- 
culture, or mining, or the spontaneous produce of the earth, manufactur- 
ing industry is subject, in respect of one of its essentials, to the same law 
as agriculture. But the crude material generally forms so small a portion 
of the total cost, that any tendency which may exist to a progressive in- 
crease in that single item, is much overbalanced by the diminution cone 
tinually taking place in all the other elements ; to which diminution it 1s 
impossible at present to assign any limit. 

The tendency, then, being to a perpetual inciease of the productive 
power of labour in manufactures, while in agriculture and mining there is 
a conflict between two tendencies, the one towards an increase of pro- 
ductive power, the other towards a diminution of it, the cost of produc- 
tion being lessened by every 1mprovement in the process, and augmented 
by every addition to population : it follows that the exchange values of 
manufactured articles, compared with the products of agricultuie and of 
mines, have, as population and industry advance, a certain and decided 
tendency to fall. Money being a product of mines, it may also be laid 
down as a rule, that manufactured articles tend, as society advances, to 
fallin money price. The industrial history of modern nations, especially 
during the last hundred years, fully bears out this assertion. 

§ 3. Whether agricultural produce increases in absolute as well as 
comparative cost of production, depends on the conflict of the two 
antagonistic agencies, increase of population, and improvement in agricul- 
tural skill. In some, perhaps in most, states of society (looking at the 
whole surface of the earth) both agricultural skill and population are 
either stationary, or increase very slowly, and the cost of production of 
food, therefore, is nearly stationary. In a society which is advancing in 
wealth, population generally increases faster than agricultural skill, and 
food consequently tends to become more costly ; but there are times when 
a strong impulse sets in towards agricultural improvement. Such an 
impulse has shown itself in Great Britain duiing the last fifteen or twenty 
years. In England and Scotland agricultural skill has of late increased 
considerably faster than population, insomuch that food and other agri- 
cultural produce, notwithstanding the increase of people, can be grown at 
less cost than they were thirty years ago; and the abolition of the Corn 
Laws has given an additional strmulus to the spirit of improvement. In 
some other countries, and particularly in France, the improvement of 
agriculture gains ground still more decidedly upon population, because, 
though agriculture, except in a few provinces, advances slowly, population 
advances still more slowly, and even with increasing slowness ; its growth 
being kept down, not by poverty, which is diminishing, but by prudence, 
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Which of the two conflicting agencies is gaining upon the other at any 
particular time, might be conjectured with tolerable accuracy from the 
money price of agricultural produce (supposing bullion not to vary 
materially in value), provided a sufficient number of years could be taken, 
to form an average independent of the fluctuations of seasons. This, how- 
ever, is hardly practicable, since Mr. Tooke has shown that even so long 
a period as half a century may include a much greater proportion of 
abundant and a smaller of deficient seasons, than is properly due to it. A 
mere average, therefore, might lead to conclusions only the more mislead- 
ing, for their deceptive semblance of accuracy. There would be less 
danger of error in taking the average of only a small number of years, 
and correcting it by a conjectural allowance for the character of the 
seasons, than in trusting to a longer average without any such correction. 
It 1s hardly necessary to add, that in founding conclusions on quoted 
prices, allowance must also be made as far as possible for any changes in 
the general exchange valuc of the precious metals. 

§ 4. Thus far, of the effect of the progress of society on the permanent 
or average values and prices of commodities. It remains to be con- 
sidered. in what manner the same progress affects their fluctuations. 
Conceining the answer to this question there can be no doubt. It tends 
in a very high degree to diminish them. 

In poor and backward societies, as in the East, and in Europe during 
the middle ages, extraordinary differences in the price of the same com- 
modity might exist in places not very distant froth each other, because the 
want of roads and canals, the imperfection of maine pavigation, and the 
insecurity of communications generally, prevented things from being 
transported from the places where they were cheap to those where they 
were dear. The things most hable to fluctuations in value, those directly 
influenced by the seasons, and especially food, were seldom carried to any 
great distances. Each locality depended, as a general rule, on its own 
produce and that of its immediate neighbourhood. In most years, 
accordingly, there was, in some part or other of any large country, a real 
dearth. Almost every season must be unpropitious to some among the 
many soils and climates to be found in an extensive tract of country ; but 
as the same season is also in general more than ordinarily favourable to 
others, it is only occasionally that the aggregate produce of the whole 
country is deficient, and even then in a less degree than that of many 
separate portions ; while a deficiency, at all considerable, extending to the 
whole world, is a thing almost unknown. In modern times, therefore, 
there is only dearth, where there formerly would have been famine, and 
sufficiency everywheie when anciently there would have been scarcity in 
some places and superfluity in others, 

The same change has taken place with respect to #il other articles of 
commerce. The safety and cheapness of communications, which enable 
a deficiency in one place to be supplied from the surplus of another, at a 
moderate or even a small advance on the ordinary price, render the fluc- 
tuations of prices much less extreme than formerly. ‘This effect 1s much 
promoted by the existence of large capitals, belonging to what are called 
speculative meichants, whose business it is to buy goods 1n order to resell 
them at a profit. These dcealeis naturally buying things when they are 
cheapest, and storing them up to be brought again into the market when 
the price has become unusually high ; the tendency of their operations is 
to equalize price, or at least to moderate its inequalities. The prices of 
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things are neither so much depressed at one time, nor so much raised at 
another, as they would be if speculative dealers did not exist. 

Speculators, therefore, have a highly Teri office in the economy of 
society ; and (contrary to common opmion) the most useful portion of the 
class are those who speculate in commodities affected by the vicissitudes of 
seasons. If there were no corn,dealers, not only would the price of corn 
be hable to variations much more extieme than at present, but in a 
deficient season the necessary supplies might not be forthcoming at all. 
Unless there were speculators 1n corn, or unless, in default of dealers, the 
farmers became speculators, the price in a season of abundance would fall 
without any limit or check, except the wasteful consumption that would 
invariably follow. That any part of the surplus of one year remains to 
supply the deficiency of another, 1s owing either to farmers who withhold 
corn from the market, or to dealers who buy it when at the cheapest and 
lay it up in store. 

§ 5. Among persons who have not much considered the subject, there 
is a notion that the gains of speculators are often made by causing an 
artificial scarcity ; that they create a high price by their own purchases, 
and then profit by it. ‘This may easily be shown to be fallacious. Ifa 
corn-dealer mazes purchases on speculation, and produces a rise, when 
there 1s neither at the time nor afterwards any cause for a nse of price 
except his own proceedings ; he no doubt appeais to grow nicher as long 
as his purchases continue, because he 1s a holder of an article which is 
quoted at a higher and Ingher pnce. but this apparent gain only seems 
within his reach so Jong as he docs not attempt to realize it. If he has 
bought, for instance, a million of quarters, and by withholding them from 
the market, has raised the price ten shillings a quarter ; just so much as 
the price has been raised by withdrawing a million quarters, will it be 
lowered by bringing them back, and the best that he can hope is that he 
will Jose nothing except interest and his expenses. If by a gradual and 
cautious sale he 1s able to realize, on some portion of his stores, a part of 
the increased price, so also he will undoubtedly have had to pay a part of 
that price on some portion of his purchases. He runs considerable risk of 
incurring a still greater loss ; for the temporary high price ts very likely 
to have tempted others, who had no share in causing it, and who might 
otherwise not have found their way to this market at all, to bring their 
corn there, and intercept a part of the advantage. So that instead of 
profiting by a scarcity caused by himself, he is by no means unlikely, after 

uying in an average market, to be forced to sell in a superabundant 
one. 

As an individual speculator cannot gain by a rise of price colely of his 
own creating, so neither can a number of speculators gain collectively by 
a tise, which their Operations have artificially produced. Some among a 
number of speculators may gain, by superior judgment in selecting the 
time for realising, but they make this gain at the expense, not of the con- 
sumer, but of the other speculators who are less judicious. They, in fact, 
convert to their own benefit the high price produced by the speculations 
of the others, leaving to these the loss resulting from the recoil. It is not 
to be demied, therefore, that speculators may enrich themselves by other 

eople’s loss. But itis by the losses of other speculators. As much must 
have been lost by one set of dealers as is gained by another set. 

When a speculation in a commodity poe profitable to the speculators 
as a body, it is because in the interval between their buying and reselling, 
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the price rises from some cause independent of them, their only con- 
nexion with it consisting in hawing foreseen it. In this case, their 
purchases make the price begin to rise sooner than it otherwise would do, 
thus spreading the privation of the consumers over a longer period, but 
mitigating it at the time of its greatest height : evidently to the general 
advantage. In this, however, it isgassumedethat they have not overrated 
‘the rise which they looked fonward to: For it often happens that specula- 

"tive purchases are made in the expectation of some increase of demand, 
or deficiency of supply, which after all does not occur, or not to the extent 
which the speculator expected. In that case the speculation, instead of 
moderating fluctuations, has caused a fluctuation of price which otherwise 
would not have happened, or aggravated one which would. But in that 
case the speculation is a losing one, to the speculators collectively, how- 
ever much some individuals may gain by it. All that part of the rise of 
price by which it exceeds what there are independent grounds for, cannot 
give to the speculators as a body any benefit, since the price 1s as much 
depressed by thcir sales as it was raised by their purchases ; and while 
they gain nothing by it, they lose, not only their trouble and expenses, 
but almost always much more, through the effects incident to the artificial 
rise of price, in checking consumption, and bringing forward supplies from 
unforescen quarters. ‘The operations, therefore, of speculative dealers, 
are useful to the public whenever profitable to themselves ; and though 
they are sometimes injurious to the public, by heightening the fluctuations 
which their more usual office 1s to alleviate*yct whénever this happens the 
speculators are the greatest loscis. The interest, in shprt, of the specu- 
lators as a body, coincides with the interest of the public; and as they 
can only fail to serve the public interest in proportion as they miss their 
own, the best way to promote the one 1s to leave them to pursue the other 
in perfect freedom. 

I do not deny that speculators may aggravate a /ocal scarcity. In 
collecting corn from the villages to supply the towns, they make the 
dearth penetrate into nooks and corners which might otherwise have 
escaped from bearing their share of it. To buy and resell in the same 
place, tends to alleviate scarcity: to buy in one place and resell in 
another, may increase it in the former of the two places, but relieves it in 
the latter, where the price is higher, and which therefore, by the very sup- 
posuen, is hikely to be suffering more. And these sufferings always fall 

ardest on the poorest consumers, since the rich, by outbidding, can 
obtain their accustomed ration undiminished if they choose. To no 

ersons, therefore, are the operations of corn-dealers on the whole so 

eneficial as to the poor. Accidentally and exceptionally, the poor may 
suffer from them : it might sometimes be more advantageous to the rural 

oor to have corn cheap in winter, when they are entirely dependent en 
it, even if the consequence were a dearth in spring, when they can perhaps 
obtain partial substitutes. But there are no substitutes, procurable at 
that season, which serve in any great degree to replace bread-corn as the 
chief article of food: if there were, its price would fall in the spring, 
instead of continuing, as it always does, to rise till the approach of 
harvest. ° 

There is an opposition of immediate interest, at the moment of sale, 
between the dealer in corn and the consumer, as there always is between 
vhe seller and the buyer: and a time of dearth being that in which the 
epeculator makes his largest profits, he Is an obyect of dislike and jealousy 
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at that time, to those who are suffering while he is gaining. Itis an error, 
however, to suppose that the corn-dealer’s business affords him any extras 
ordinary profit: he makes his gains not constantly, but at particular 
times, and they must therefore occasionally be great, but the chances of 
profit in a business in which there is so much competition, cannot on the 
whole be greater than in otheremployments. A year of scarcity, in which 
great gains are made by corn-dealeis, rarely comes to an end without a 
recoil which places many of them in the list of bankrupts. There have 
been few more promising seasons for corn-dealers than the year 1847, and 
seldom was there a greater break-up among the speculators than in the 
“autumn of that year, The chances of failure, in this mest precarious 
tiade, are a set-off against great occasional profits. If the corn-dealer 
were to sel] his stores, during a dearth, at a lower price than that which 
the competition of the consumers assigns to him, he would make a 
sacrifice, to charity or philanthropy, of the fair profits of his employment, 
which may be quite as reasonably required from any other person of equal 
means. His business being a useful one, it 1s the interest of the public 
that the ordinary motives should exist for carrying it on, and that neither 
law nor opinion should prevent an operation beneficial to the public from 
being attended with as much private advantage as is compatible with full 
and free competition. 

It appears, then, that the fluctuations of values and prices arising from 
variations of supply, or from alterations in real (as distinguished from 
speculative) demand, ‘may bt expected to become more moderate as 
society advances, With regard to those which arise from miscalculation, 
and especially from the alternations of undue expansion and excessive 
contraction of credit, which occupy so conspicuous a place among com- 
mercial phenomena, the same thing cannot be affirmed with equal con- 
fidence. Such vicissitudes, beginning with irrational speculation and 
ending with a commercial crisis, have not hitherto become either less 
fiequent or less violent with the growth of capital and extension of 
industry. Rather they may be said to have become more so. 1n conse- 
quence, as 1s often said, of increased competition ; but, as I prefer to say, 
of a Jow rate of profits and interest, which makes capitalists dissatisfied 
with the ordinary course of safe mercantile gains. The connexion of this 
low rate of profit with the advance of population and accumulation, is one 
of the points to be illustrated in the ensuing chapters, 


CHAPTER III. 


INFLUENCE OF THE PROGRESS OF INDUSTRY AND POPULATION, ON 
RENTS, PROIITS, AND WAGES, 


§ 1. CONTINUING the inquiry into the nature of the economical changes 
taking place in a society which is in a state of industrial progress, we 
shall next consider what is the effect of that progress on the distribution 
of the produce among the various classes which shaie in it. We may 
confine our attention to the system of distribution which is the most 
complex, and which virtually includes all others—that in which th 
produce of inanufactures is shared between two classes, labourers an 
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VA capitalists, and the produce of agriculture among three, labourers, 

capitalists, and landlords. 

The characteristic features of what is commonly meant by industtial 
progress, resolve themselves mainly into three, increase of capital, increase 
of population, and improvements im production ; understanding the last 
expiession in its widest sense, to include the process of procuiing com- 
modities from a distance, as well ‘as that of produging them. The other 
changes which take place are chiefly consequefices of these; as, for 
example, the tendency to a progressive increase gf the cost of production 
of food ; which anses from an increased demagd, occasioned either by 
Increased population, or by an increase of capital and wages, enabling the 
poorer classes to increase their consumption. It will be convenient to 
set out by considering eac.. of the three causes, as operating separately ; 
after which we can suppose them combined in any manner we think fit. 

Let us first suppose that population increascs, capital and the arts of 
production remaining stationary. One of the effects of this change of 
circumstances is sufficiently obvious : wages will fall ; the labouring class 
will be reduced to an inferior condition. The state of the capitalist, on 
the contrary, will be improved. With the same capital, he can purchase 
more labour, and obtain more produce. ,His rate of profit is increased. 
The dependence of the rate of profits on the cost of labour 1s here verified ; 
for the labourer obtaining a diminished quantity of commodities, and no 
alteration being supposed in the circumstances of their production, the 
diminished quantity represents a diminishéd cost? The labourer obtains 
not only a smaller real reward, but the product of a smaller quantity of 
labour. The first circumstance is the :mportant one to himself, the last 
to his employer. 

Nothing has occurred, thus far, to affect jn any way the value of any 
commodity: and no reason, therefore, has yet shown itself, why rent 
should be cither raised or lowered. But if we look forward another stage 
in the series of effects, we may see our way to such a consequence. The 
labourers have increased in numbers: their condition is reduced in the 
same proportion ; the increased numbers divide among them only the 

roduce of the same amount of labour as before. But they may economize 
in their other comforts, and not in their food : each may consume as much 
food, and of as costly a quality, as previously ; or they may submit toa 
reduction, but not in proportion to the increase of numbers. On this sup- 
position, notwithstanding the diminution of real wages, the increased 
population will require an increased quantity of food. But since industrial 
skill and knowledge are supposed to be stationary, more food can only be 
obtained by resorting to worse land, or to methods of cultivation which 
are less productive in proportion to the outlay. Capital for this extension 
of agriculture will not be wanting; for although, by hypothesis, no addition 
takes place to the capital in existence, a sufficient amount can be spared from 
the industry which previously supplied the other and less piessing wants 
which the labourers have been obliged to curtail. ‘The additional supply 
of food, therefore, will be produced, but produced at a gteater cost; and 
the exchange value of agricultural produce must rise. It may be obyected, 
that profits having risen, the extra cost of producing food can be defrayed 
from profits, without any increase of price. It could, undoubtedly, but it 
will not. Why? Because if it did, the agriculturist would be placed in 
an inferior position to other capitalists. The increase of profits, being the 
effect of diminished wages, is common to all employers of labour, The 
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increased expenses, arising from the necessity of a more costly cultivation, 
affect the agriculturist alone. For thip peculiar burthen he must be 
peculiarly compensated, whether the general rate of profit be high or low. 
He will not submit indefinitely to a deduction from his profits, to which 
other capitalists are not subject. He will not extend his cultivation by 
laying out fresh capital, unless for a return sufficient to yield him as high 
a profit as could be obtained by the Same capital in other investments. 
The value, therefore, of his commodity will rise, and nse 1n proportion to the 
increased cost. The farmer will thus be indemnified for the burthen 
which 1s peculiar to himself, and will also enjoy the augmented rate of 
profit which 1s common to all capitalists. 

It follows, from principles with which we are already familiar, that in 
these circumstances rent will nse. Any land can afford to pay, and under 
free competition will pay, a rent equal to the excess of its produce above 
the return to an equal capital on the worst land, or under the least 
favourable conditions. Whenever, therefore, agriculture 1s driven to 
descend to worse land, or more onerous processes, rent rises. Its rise will be 
twofold, for, in the first place, rent in kind, or corn rent, will mse ; and in 
the second, since the value of agricultural produce has also risen, rent, 
estimated in manufactured or foreign commodities (which is represented 
ceteris paribus by money rent), will rise still more. 

The steps of the process (if, after what has been formerly said, it is 
necessary to retrace them) are as follows. Corn rises in price, to repay‘ 
with the ord:nary profit'the capital required for producing additional corn 
on worse land or by more costly processes. So far as regards this 
additional corn, the increased price is but an equivalent for the additional 
expense ; but the nse, extending to all corn, affords on all, except the last 
produced, an extra profit. 1f the farmer was accustomed to produce 100 
quarters of wheat at 4os., and 120 quarters are now required, of which the 
last twenty cannot be produced under 45s., he obtains the extra five 
shillings on the entire 120 quarters, and not on the last twenty alone. He 
has thus an extra 25/, beyond the ordinary profits, and this, in a state of 
free competition, he will not be able to retain. Tle cannot however be 
compelled to give it up to the consumer, since a less price than 45s. would 
be inconsistent with the production of the last twenty quarters. The price, 
then, will remain at 455., and the 257 will be transferred by competition 
not to the consumer but to the landlord. A rise of rent is therefore 
inevitably consequent on an increased demand for agricultural produce, 
when unaccompanied by increased facilities for its production. A truth 
which, after this final illustration, I may be permitted henceforth to take 
for granted 

The new element now introduced—an increased demand for food— 
besides occasiorfing an increase of rent, still further disturbs the 
distribution of the produce between capitalists and labowers. The 
increase of population will have diminished the reward of labour ; and if 
its cost was diminished as greatly as its real remuneration, profits will be 
increased by the full amount. If, however, the increase of population 
leads to an increased production of food, which cannot be supplied but at 
an enhanced cost of production, the cost of labour will not be so much 
diminished as the real reward of it, and profits, therefore, will not be so 
much raised. It is even possible that they might not be raised at all. 
The labourers may previously have been so well provided for, that the 
whole of what they now lose may be struck off from their other indul- 
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pences, and they may not, either by necessity or choice, underge any 
reduction in the quantity or analy of their food. To produce the food 
for the increased number may be attended with such an increase of 
expense, that wages, though reduced in quantity, may represent as great 
a cost, may be the product of as much labour, as before, and the capitalist 
may not be at all benefited. On this suppgsition the loss to the labourer 
is partly absorbed in the additidhal labour required for producing the 
last instalment of agricultural produce ; and the remainder is gained by 
the landlord, the only sharer who always benefits by an increase of 
population. 

f 2. Let us now reverse our hypothesis, and, instead of supposing 
capital stationary and population advancing, let us suppose capita! ad- 
vancing and population stationary; the facilities of production, both 
natural and acquired, being, as before, unaltered. The real wages of 
labour, instead of falling, will now rise ; and since the cost of production 
of the things consumed by the labourer is not diminished, this rise of 
wages implies an equivalent increase of the cost of labour, and diminution 
of profits, To state the same deduction in other terms ; the labourers 
not being more numerous, and the productive power of their labour being 
only the same as before, there 1s no increase of the produce ; the increase 
of wages, therefore, must be at the charge of the capitalists. It 1s not 
impossible that the cost of labour might be increased in even a greater 
ratio than its real remuneration. The improved condition of the labourers 
may increase the demand for food. The labourefs may have been so ill 
off before, as not to have food enough ; and may now consume more: or 
they may choose to expend their increased means partly or wholly in a 
more costly quality of food, requirmg more labour and more land ; 
wheat, for example, instead of oats or potatoes. This extension of agti- 
culture implies, as usual, a greater cost of production and a higher price, 
so that, besides the increase of the cost of labour ansing from the mcrease 
of 1ts reward, there will be a further increase (and an additional fall of 
profits) from the increased costliness of the commodities of which that 
reward consists. The same causes will produce a rise of rent. What 
the capitalists lose, above what the labourers gain, 1s partly transferred 
to the landlord, and partly swallowed up in the cost of growing food on 
worse land or by a less productive process. 

§ 3. Having disposed of the two simple cases, an increasing popula- 
tion and stationary capital, and an increasing capital and stationary 
population, we are prepared to take into consideration the mixed case, in 
which the two elements of expansion are combined, both population and 
capital increasing. If either element increases faster than the other, the 
case is so far assimilated with one or other of the two preceding: we 
shall suppose them, therefore, to increase with equal rapidity ; the test of 
equality being, that each labourer obtains the same commodities as 
before, and the same quantity of those commodities. Let us examine 
what will be the effect, on rents and profits, of this double progress. 

Population having increased, without any falling off in the labourers’ 
condition, there 1s of course a demand for more food. The arts of pro- 
duction being sypposed stationary, this food must be produced at an 
increased cost. To compensate for this greater cost of the additional 
food, the price of agricultural produce must rise. The rise extending 
over the whole amount of food produced, though the increased expenses 
only apply to a part, there is a greatly increased extra profit, which, by 
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competition, is transferred to the landlord. Rent will rise, both in 
quantity of produce and in cost; while wages, being supposed to be the 
same in quantity, will be greater in cost. The labourer obtaining the 
saine amount of necessaries, money wages have risen ; and as the rise 1s 
common to all branches of production, the capitalist cannot indemnify 
himself by changing his employment, and the loss must be borne by 
profits. ( 

It appeais then, that the tendency of an increase of capital and popu- 
lation 1s to add to rent at the expense of profits: though rent does not 
gain all that profits lose, a part being absorbed in increased expenses of 
production, that is, in hiring or feeding a greater number of labourers to 
obtain a given amount of agricultural produce. By profits, must of couse 
be understood the raée of prefit; for a lower rate of profit on a larger 
capital may yield a larger gross profit, considered absolutely, though a 
smaller in proportion to the entire produce. 

‘This tendency of profits to fall, 1s from time to time counteracted by 
improvements in production ;: whether arising from increase of knowledge, 
or from an increased use of the knowledge already possessed. This is the 
third of the three elements, the effects of which on the distribution of the 
produce we undertook to investigate ; and the investigation will be facili- 
tated by supposing, as in the case of the othcr two elements, that it 
operates, in the first instance, alone. 

s 4. Let us then suppose capital and population stationary, and a 
sudden improvernent mede in the arts of production , by the invention of 
more efficient machines, or less costly processes, or by obtaining access 
to cheaper commedities through foreign trade. 

The improvement may either be in some of the necessaries or indul- 
gences which enter into the habitual consumption of the labouny class ; 
or it may be applicable only'to lusumes consumed exclusively by ncher 
people. Very few, however, of the great industrial improvements are 
altogether of this last description. Agricultural improvements, except 
such as specially relate to some of the rarer and more peculiar products, 
act directly upon the principal objects of the labourer’s expenditure. The 
steam-engine, and every other invention which affords a manageable 
powcr, are applicable to all things, and of course to those consumed by 
the labourer. Even the power-loom and the spinning-jenny, though 
. apphed to the most delicate fabrics, are available no less for the coarse 
cottons and woollens worn by the labouring class. All improvements in 
locomotion cheapen the transport of necessaries as well as of luxuries. 
Seldom 1s a new branch of trade opened, without, cither directly or in 
some indirect way, causing some of the articles which the mass of the 
people consume to be either produced or imported at smaller cost. It 
may safely be affirmed, theicfore, that improvemcnits in production 
generally tend to cheapen the commodities on which the wages of the 
labouring class are expended. 

In so far as the coramodities affected by an improvement are those 
which the labourers gencrally do not consume, the improvement has no 
effect in altering the distribution of the produce. Those particular com- 
modittes, indeed, are cheapened ; being produced at less cost, they fall in 
value and in price, and all who consume them, whether landlords, 
capitalists, or skilled and privileged lubourers, obtain increased means of 
enjoyment. The rate of profits, however, 1s not raised. There 1s a larger 
gross profit, reckoned in quantity of commodities. Dut the capital also, 
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{f estimated in those commodities, has risen in value. The profit is the 
same percentage on the capital ghat it was before. The capitalists are 
not benefited as capitalists, but as consumers. The landlords and the 
privileged classes of labourers, if they are consumers of the same com- 
modities, share the samc benefit. 

The case is different with improvements which diminish the cost of 

roduction of the necessaries of ‘life, or ot commodities which enter 

abitually into the consumption of the great mass of labourers. The play 
of the different forces being here rather complex, it 1s necessary to analyze 
it with some minuteness. 

As formerly observed,* there are two kinds of agricultural :mprovements, 
Some consist in a mere saving of labour, and enable a given quantity 
of food to be produced at less cost, but not on a smaller surface of land 
than before. Others enable a given extent of land to yield not only the 
same produce with less labour, but a greater produce; so that if no 
greater produce is required, a part of the land already under culture may 
be dispensed with. As the pait rejected will be the least productive 
portion, the market will thenceforth be regulated by a better descrip- 
tion of land than what was previously the worst under cultivation. 

To place the effect of the improvement in a clear light, we must 
suppose it to take place suddenly, so as to leave no time, during its 
introduction, for any increase of capital or of population. Its first 
effect will be a fall of the value and price of agricultural produce. This 
is a necessary consequence of either kind of improvement, but especially 
of the last. “ 

An improvement of the first kind, not increasing the produce, does not 
dispense with any portion of the land: the margin of cultivation (as Dr. 
Chalmers teims it,) remains where it was ; agriculture does not recede, 
either in extent of cultivated land, or in elaborateness of methods ; and 
the price continues to be regulated by the same land, and by the same 
capital, as before. But since that land or capital, and all other land or 
capital which produces food, now yields its produce at smaller cost, 
the price of food will fall proportionally. If one-tenth of the expense 
of pecs has been saved, the price of produce will fall one- 
tenth. 

But suppose the improvement to be of the second kind; enabling 
the land to produce, not only the same corn with one-tenth less labour, but 
a tenth more corn with the same labour. Here the effect is still more 
decided. Cultivation can now be contracted, and the market supplied 
from a smaller quantity of land. Even if this smaller surface of land were 
of the same aveiage quality as the larger surface, the price would fall one- 
tenth, because the same produce would be obtained with a tenth less 
labour. But since the portion of land abandoned will be the least feitile 
portion, the price of produce will thenceforth be regulated by a better 
quay of Yand than before. In addition, therefore, to the orginal 

iminution of one-tenth in the cost of production, there will be a further 
diminution, corresponding with the recession of the ‘margin’ of agri- 
ras to land of greater fertility. There will thus be a twofold fall 
of price. P 

tus now examine the effect of the improvements, thus suddenly made, 
on the division of the produce; and in the first place, on rent. By the 


* Supra, p. 140, 
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former of the two kinds of improvement, rent would be diminished. By 
the second, it would be diminished still jrore. 

Suppose that the demand for food requires the cultivation of three 
quahties of land, yielding, on an equal surface, and at an equal expense, 
100, 80 and 60 bushels of wheat. The price of wheat will, on the average, 
be just sufficient to enable the third quality to be cultivated with the 
ordinary piofit. The first quality therdfore will yield forty and the second 
twenty bushels of extra profit, constituting the rent of the landlord. And 
first, let an improvement be made, which, without enabling more corn to 
be grown, enables the same corn to be grown with one-fourth less labour. 
The price of wheat will fall one-fourth, and 80 bushels will be sold for the 
price for which 60 were sold before. But the produce of the Jand which 
produces 60 bushels 1s still required, and the expenses being as much re- 
duced as the price, that land can still be cultivated with the ordinary 
profit. The first and second qualities will therefore continue to yield 
a surplus of 40 and 20 bushels, and corn rent will remain the same as 
before. But corn having fallen in price one-fourth, the same corn rent 1s 
equivalent to a fourth less of money and of all other commodities. So 
far, therefore, as the landlord expends his income in manufactured or 
foreign products, he is one-fourth worse off than before. His income as 
landlord is reduced to three-quarters of its amount: it 1s only as a 
consumer of corn that he 1s as well off. 

If the improvement ts of the other kind, rent will fall in a still greater 
ratio. Suppose that the amount of produce which the market requires, 
can be grown not only with a fourth less labour, but on a fourth less 
of land. If all the land already in cultivation continued to be cultivated, 
it would yield a produce much larger than necessary. Land, equivalent 
to a fourth of the produce, must now be abandoned ; and as the third 
quality yielded exactly one-fourth, (being 60 out of 240,) that quality will 
go out of cultivation. The 240 bushels can now be giown on land of the 
first and second qualities only ; being, on the first, 100 bushels plus one- 
third, or 133} bushels ; on the second, 0 bushels plus one-thnd, or 1063 
bushels ; together 240, The second quality of land, instead of the third, 
is now the lowest, and regulates the pice. Instead of 60, itis sufficient if 
106% bushels repay the capital with the ordinary profit. The price 
of wheat will consequently fall, not in the ratio of 60 to 80, as in the other 
case, but in the ratio of 60 to 106% Even this gives an insufficient idea 
of the degree in which rent will be affected. The whole produce of the 
second quality of land will now be required to repay the expenses of pro- 
duction. That land, being the worst in cultivation, will pay no rent. 
And the first quality will only yield the difference between 1334 bushels, 
and 106%, being 26% bushels instead of 40. The Jandlords collectively 
will have lost 334 out of 6o bushels in corn rent alone, while the value and 
price of what is left will have been diminished in the ratio of 60 
to 1063. 

It thus appears, that the interest of the landlord is decidedly hostile to 
the sudden and general introduction of agricultural improvements. This 
assertion has been called a paradox, and made a ground for accusing its 
first promulgator, Ricardo, of great intellectual perverseness, to say 
nothing worse. I cannot discern in what the paradox consists; and the 
obliquity of vision seems to me to be on the side of his assailants. The 
opinion is only made to appear absurd by stating it unfairly. If the 
assertion were that a landlord is injured by the improvement of his 
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estate, 1t would certainly be indefensible ; but what is asserted is, that he 
is injured by the improvement of the estates of other people, although his 
own 1s included. Nobody doubts that be would gain greatly by the im- 
provement if he could keep it to himself, and unite the Lenefits, of 
an increased produce fiom his land, and a price as high as before. But 
if the increase of produce took place ssmultaneously on all lands, the 

rice would not be as high as béfore ; and there 1s nothing unreasonable 
In supposing that the landloids would be, not benefited, but injured. It 
is admitted that whatever permanently reduces the price of produce 
diminishes rent ; and it 1s quite in accordance with common notions to 
suppose that if, by the increased productiveness of land, less land were re- 
quued for cultivation, its value, hike that of any other article for which the 
demand had diminished, would fall. 

I am quite willing to admit that rents have not 1eally been lowered by 
the progress of agricultural improvement; but why? Because :mprove- 
ment has never in 1eality been sudden, but always slow ; at no time much 
outstripping, and often falling far shoit of, the growth of capital and popu- 
lation, which tends as much to raise rent, as the other to lower it, and 
which 1s enabled, as we shall presently see, to raise it much higher by 
means of the additional margin afforded by improvements in agriculture. 
First, however, we must examine in what manner the sudden cheapening 
of agiicultural produce would affect profits and wages. 

In the beginning, money wages would probably remain the same as 
before, and the labourers would have thf full benefit of the cheapness. 
They would be enabled to increase their consumption gither of food or of 
other articles, and would receive the same cost, and a greater quantity. 
So long as this was the case, profits would be unaffected. But the per- 
manent remuneration of the labourers esgentially depends on what we 
have called their habitual standard; the extent of the requirements 
which, as a class, they insist on satisfying before thcy choose to have 
childicn. If their tastes and requuements receive a durable impress 
from the sudden improvement in their condition, the bencfit to the class 
will be permanent. But the same cause which enables them to purchase 
greater comforts and indulgences with the same wages, would enable 
them to purchase the same amount of comforts and indulgences with 
lower wages ; and a greater population may now euxist, without reducing 
the laboiners below the condition to which they are accustomed. Hitherto 
this and no other has been the use which the labourers have commonly 
made of any increase of their means of living ; they have treated it simply 
as convertible into food for a greater number of children. It 1s probable, 
theiefore, that population would be stimulated, and that after the lapse of 
a gencration the real wages of labour would be no higher than before the 
improvement: the reduction being partly brought about by a fall of 
money wages, and partly through the price of food, the cost of which, 
from the demand occasioned by the increase of population, would be 
again increased. To the extent to which money wages fell, profits would 
rise ; the capitalist obtaining a greater quantity of equally efficient labour 
by the same outlay of capital. We thus see that a diminution of the cost 
of living, whether arising from agricultural improvements or from the 
importation of foreign oe if the habits and requirements of the 
labourers are not raised, lowers money wages and rent, and raises the 
general rate of profit. 

What is true of improvements which cheapen the production of food, is 
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true also of the substitution of a cheaper for a more costly variety of it. 
The same land yields to the same labour a much greater quantity of 
human nutriment in the form of maize or potatoes, than in the form of 
wheat. If the labourers were to give up bread, and feed only on those 
cheaper products, taking as their compensation not a greater quantity of 
other consumable commodities, but earliqr mariages and larger families, 
the cost of labour would be much diminished, and if labour continued 
equally efficient, profits would rise; while rent would be much lowered, 
since food for the whole population could be raised on half or a third part 
of the land now sown with corn. At the same time, 1t being evident that 
the land too barren to be cultivated for wheat might be made in case of 
necessity to yield potatoes sufficient to support the little labour necessary 
for producing them, cultivation might ultimately descend lower, and rent 
eventually rise higher, on a potato or maize system, than on a corn 
system ; because the land would be capable of feeding a much larger 
population before reaching the limit of its powers. 

If the improvement, which we suppose to take place, is not in the 
production of food, but of some manufactured article consumed by the 
labouring class, the effect on wages and profits will be the same ; but the 
effect on rent, very different. Instead of being lowered, it will, 1f the ulti- 
mate effect of the improvement is an increase of population, be 1aised. 
The reasons are too evident to require statement. 

§ 5. We have considered, on the one hand, the manner in which the 
distribution of the produce into 1cnt, profits, and wages, 15 affected by the 
ordinary increase of population and capital, and on the other, how it 1s 
affected by improvements in production, and more especially in agn- 
culture. We have found that the former cause lowers piofits, and raises 
rent and the cost of labour: wuile the tendency of agricultural improve- 
ments 1s to diminish rent; and all improvements which cheapen any 
article of the labouter’s consumption, tend to diminish the cost of labour 
and to raise profits. The tendency of each cause in its separate state 
being thus ascertained, it 1s easy to determine the tendency of the actual 
course of things, in which the two movements are going on simultancously, 
capital and population increasing with tolerable steadiness, while im- 
provements in agriculture are made from time to time, and the knowledge 
and practice of impioved methods become diffused gradually thiough the 
community. 

The habits and requirements of the labouring classes being given 
(which determine their real wages,) 1.ent, profits, and money wages at any 
given time, are the result of the composition of these rival forces. If 
during any period agricultural improvement advances faster than popu- 
lation, rent and money wages during that period will tend downward, and 

rofits upward. If population advances more rapidly than agriculturak 

improvement, cither the labourers will submit to a reduction in the 
quantity or quality of their food, or if not, rent and money wages will 
progressively rise, and profits will fall. 

Agricultural skill and knowledge are of slow growth, and still slower 
diffusion. Inventions and discoveties, too, occur only occasionally, while 
the increase of population and capital are continuous agencies. It 
therefore seldom happens that improvement, even during a short time, 
has so much the start of population and capital as actually to lower rent, 
or raise the rate of profits. There are many countries in which the growth 
of population and capital are not rapid, but in these agricultural improves 
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ment is less active still. Population everywhere treads close on the heels 
of agricultural improvement, and effaces its effects as fast as they are 
produced. 

The reason why agricultural improvement seldom lowets rent, is that it 
seldom cheapens food, but only prevents it from growing dearer ; and 
seldom, if ever, throws land out of cultivation, but only enables worse and 
worse land to be taken in. Wha is somctimes called the natural state of 
a country which is but half cultivated, namely, that the land is highly 
productive, and food obtained in great abundance by little labour, is only 
true of unoccupied countries colonized by a civilized people. In the 
United States the worst land in cultivation is of a high quality (except 
sometimes in the immediate vicinity of towns, where a bad quality is 
compensated by a good situation) ; and even if no further nnprovements 
were made in agriculture or locomotion, cultivation would have many 
steps yet to descend, before the increase of population and capital would 
be brought to a stand : but in Ewmope five hundred years ago, though so 
thinly peopled in comparison to the present population, it 1s probable that 
the worst Jand under the plough was, frem the rude state of agriculture, 
quite as unproductive as the worst land now cultivated; and that culti- 
vation had approached as near to the ultimate limit of profitable tillage, in 
those times as in the present. What the agricultural improvements 
since madc have really done 1s, by increasing the capacity of production 
of land in gencral, to enable tillage to extend downwards to a much worse 
natural quality of Jand than the worst yhich at that time would have 
adimitted of cultivation by a capitalist for profit ; thus rendering a much 
greater increase of capital and population possible, and 1emoving always 
a little and a little further off the barrier which restrains them ; popu- 
lation meanwhile always pressing so hard against the barrier, that there 
1s never any visible margin left for it to seize, every inch of ground made 
vacant for it by improvement being at once filled up by its advancing 
columns. Agricultural improvement may thus be considered to be not so 
much a counterforce conflicting with increase of population, as a partial 
relaxation of the bonds which qonfine that increase. 

The effects produced on the division of the produce by an increase of 
production, under the joint influence of increase of population and 
capital, and improvements of agriculture, are very different from those 
deduced fiom the hypothetical cases previously discussed. In particular, 
tne effect on rent is most maternally different. We remarked that—while 
a great agricultural improvement made suddenly and universally would 
in the first instance inevitably lower rent—such improvements enable 
rent, in the progress of society, to mse gradually to a much higher limit 
than it could otherwise attain, since they enable a much lower quality of 
land to be ultimately cultivated. But im the case we ale now supposing, 
which nearly corresponds to the usual course of things, this ultimate 
effect becomes the immediate effect. Suppose cultivation to have 
reached, or almost reached, the utmost limit permitted by the state of the 
industrial arts, and rent, thercfore, to have attained nearly the highest 
point to which it can be carried by the progress of population and capital, 
with the existing amount of skill and knowledge. If a great agricultural 
improvement weie suddenly introduced, it might throw back rent for a 
considerable space, leaving it to regain its Jost ground by the progress of 
population and capital, and afterwards to go on futher. But, taking 
place, as such improvement always does, very gradually, it causes no 
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retrograde movement of either rent or cultivation ; it merely enables the 
one to go on rising and the other extending, long after they must other- 
wise have stopped. It would do this even without the necessity of 
resorting to a worse quality of land; simply by enabling the lands 
already in cultivation to yield a greater produce, with no increase of the 
proportional cost. If by improvements of agriculture ail the Jands 
in cultivation could be made, even with double labour and capital, 
to yield a double produce, (supposing that in the meantime popu- 
lation increased so as to require this double quantity) all rents would 
be doubled. 

To illustrate the point, let us revert to the numerical example in a 
former page. Three qualities of land yield respectively 100, 80, and 60 
bushels to the same outlay on the same extent of surface. If No. 1 could 
be made to yield 200, No, 2, 160, and No. 3, 120 bushels, at only double 
the expense, and therefore without any increase of the cost of production, 
and if the population, having doubled, required all this increased quantity, 
the rent of No. 1 would be 80 bushels instead of 40, and of No. 2, 40 
instead of 20, while the price and value per bushel would be the same as 
before ; so that corn-rent and money-rent would both be doubled. I 
need not point out the difference between this result, and what we have 
shown would take place if there were an improvement in production 
without the accompaniment of an increased demand for food. 

Agricultural improvement, then, 1s always ultimately, and in the manner 
in which it generally taxes pluce, also immediately, beneficial to the 
landlord. We may add, that when it takes place in that manner, it is 
beneficial to no one else. When the demand for produce fully keeps 
pace with the increased capacity of production, food 1s not cheapened ; 
the labourers aie not, even temporarily, bencfited ; the cost of labour is 
not diminished, nor profits raised. There is a greater aggregate pro- 
duction, a greater produce divided among the labourers, and a larger 
gross profit; but the wages being shared among a larger population, 
and the profit spread over a Jarger capital, no labourer 1s better off, 
nor does any capitalist derive from the same amount of capital a larger 
income. 

The result of this long investigation may be summed up as follows. 
The economical progress of a society constituted of landlords, capitalists, 
and labourers, terids to the progressive enrichment of the landlord class ; 
while the cost of the labourer’s subsistence tends on the whole to increase, 
and profits to fall. Agricultural improvements are a counteracting force 
to these last effects ; but the first, though a case is conceivable in which 
it would be temporarily checked, is ultimately in a high degree promoted 
by those improvements ; and the increase of population tends to transfer 
all the benefits deiived from agricultural improvement to the landlords 
alone. What other consequences, in addition to these, or in modification 
of them, arise from the industrial progress of a society thus constituted, J 
shall endeavour to show in the succeeding chapter. 


TENDENCY OF PROFITS TO A MINIMUM. 481 


CHAPTER IV. 
OF THE TENDENCY OF PROFITS TO A MINIMUM. 


§ 1. THE tendency of profits to fall as society advances, which has been 
brought to notice in the precegling chapter, was early recognised by 
writers on industry and commerce ; but the laws which govern profits not 
being then understood, the phenomenon was ascribed to a wrong cause. 
Adam Smith considered profits to be determined by what he called the 
competition of capital; and concluded, that when capital increased, this 
competition must hkewise increase, and profits must fall. It 1s not quite 
certain what sort of competition Adam Smith had here in view His 
words in the chapter on Profits of Stock* are, ‘When the stocks of many 
rich merchants are turned into the same trade, their mutual competition 
naturally tends to lower its profits ; and when there is a like increase of 
stock in all the different trades carried on in the same society, the same 
competition must produce the same effect in them all.’ This passage 
would lead us to infer that, in Adam Smith’s opinion, the manner in which 
the competition of capital lowers profits is by lowering prices ; that being 
the mode in which an increased investment of capital in any particular 
trade, usually lowers the profits of that trade. But if this was his meaning, 
he overlooked the circumstance that the fall of price, which if confined to 
one commodity really does lower the profits of che producer, ceases to 
have that effect as soon as it extends to all commodities ; because, when 
all things have fallen, nothing has really fallen, except nominally ; and 
even computed in money, the expenses of every producer have diminished. 
as much as his returns. Unless indeed labour be the one commodity 
which has not fallen in money price, when &ll other things have: if so, 
what has really taken place 1s a nse of wages ; and it is that, and not the 
fall of prices, which has lowered the profits of capital. There is another 
thing which escaped the notice of Adam Smith; that the supposed 
universal fall of prices, through increased competition of capitals, 1s a 
thing which cannot take place. Prices are not determined by the com- 
petition of the sellers only, but also by that of the buyers ; by demand as 
well as supply. The demand which affects money prices consists of all 
the money in the hands of the community, destined to be laid out in 
commodities ; and as long as the proportion of this to the commodities is 
not diminished, there is no fall of general prices. Now, howsoever 
capital may increase, and give rise to an increased production of com- 
modities, a full share of the capital will be drawn to the business of 
producing or importing money, and the quantity of money will be 
augmented in an equal ratio with the quantity of commoditics. For if 
this were not the case, and if money, therefore, were, as the theory 
supposes, perpetually acquiring increased purchasing power, those who 
produced or imported it would obtain constantly-increasing profits ; and 
this could not happen without attracting capital to that occupation from 
other employments. If a general fall of prices, and increased value of 
money, were really to occur, it could only be as the consequence of 
increased cost of pgoduction, from the gradual exhaustion of the mines 

It is not tenable, therefore, in theory, that the increase of capital 
produces, or tends to produce, a general decline of money prices. Neither 


* Wealth of Nations, book i. ch. 9 
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is it true, that any such general decline of prices, as capital incieased, — 
has manifested itself in fact. The only ‘hings observed to fall in price 

with the progress of society, arc those in which there have been im- 
provements m production greater than have taken place in the production 
of the precious metals; as, for example, all spun and woven fabrics, 
Other things again, instead of falling, have risen in price, because their 
cost of production, compared with that of gold and Silver, has increased. 
Among these are all kinds of food, comparison being made with a much 
earlier period of history. The doctrine, therefore, that competition of 
capital lowers profits by lowering prices, is incorrect in fact, as well as 
unsound in principle. 

But it is not certain that Adam Smith really held that doctrine ; for his 
language on the subject 1s wavering and unsteady, denoting the absence 
of a definite and well-digested opinion. Occasionally he seems to think 
that the mode in which the competition of capital lowers profits, is by 
raising wages. And when speaking of the rate of profit in new colonies, 
he seems on the very verge of grasping the complete theory of the subject. 
‘As the colony increases, the profits of stock gradually diminish. When 
the most fertile and best situated lands have been all occupied, less profit 
can be made by the cultivation of what is mnfexior both in soil and 
situation” Had Adam Smith meditated longer on the subyect, and 
systematized his view of it by harmonizing with each other the yarious 
glimpses which he caught of it from different points, he would have 
perceived that this last 1s the’ tiue cause of the fall of profits usually 
consequent upon icrease of capital. 

§ 2. Mr. Wakefield, in his Commentary on Adam Smith, and his 
important writings on Colonization, takes a much clearer view of the 
subject, and arrives, through 1 substantially correct series of deductions, 
at practical conclusions which appear to me just and important ; but he 
is not equally happy in incorporating Is valuable speculations with the 
results of previous thought, and reconciling them with other truths. 
Some of the theories of Dr. Chalmers, in his chapter ‘On the Increase 
and Limits of Capital,’ and the two chapters which follow it, comcide in 
their tendency and spirit with those of Mr. Wakefield ; but Dr. Chalmers’ 
ideas, though delivered, as is his custom, with a most attractive semblance 
of clearness, are really on this subject much more confused than even 
those of Adam Smith, and mote decidedly infected with the often refuted 
notion that the competition of capital lowers general prices ; the subject 
of Money apparently not being included among the parts of Political 
Economy which this acute and vigorous writer had carefully studied. 

Mr. Wakefield’s explanation of the fall of profits is briefly this. Pro- 
duction is limited not solely by the quantity of capital and of labour, but 
also by the extent of the ‘field of employment.’ The field of employment 
for capital is two-fold ; the land of the country, and the capacity of foreign 
markets to take its manufactured commodities. On a linnted extent of 
land, only a limited quantity of capital can find employment at a profit. 
As the quantity of capital approaches this limit, profit falls; when the 
limit is attained, profit is annihilated ; and can only be restored through 
an extension of the field of employment, either by the acquisition of fertile 
land, or by opening new markets in foreign countries, from which food 
and materials can be purchased with the products of domestic capital. 
These propositions are in my opinion substantially true ; and, even to the 
phraseology in which they are expressed, considered as adapted to popular 
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and practical rather than scientific uses, I have nothing to object. The 
error which seems to me impfttable to Mr. Wakefield, is that of supposing 
his doctrines to be in contradiction to the principles of the best school of 
receding political economists, instead of being, as they really are, corol- 
aries from those principles ; though corollaries which, perhaps, would not 
always have been admitted by ghose polftical economists themselves. 
The most scientific treatment of the subject which I have met with, is 
in an essay on the effects of Machinery, by Mr. William Ellis ;* which 
was doubtless unknown to Mr. Wakefield, but which had preceded him, 
though by a different path, in several of his leading conclusions. This 
essay excited little notice, partly from being published anonymously in a 
periodical, and partly because it was much in advance of the state of 
political economy at the time. In Mr. Ellis’s view of the subject, the 
questions and difficulties raised by Mr. Wakefield’s speculations and by 
those of Dr. Chalmers, find a solution consistent with the principles of 
political economy laid down in the present treatise. 
§ 3. There is at every time and place some particular rate of profit, 
which is the lowest that will induce the people of that country and time to 
accumulate savings, and to employ those savings productively. This 
minimum rate of profit varies according to circumstances. It depends on 
two elements. One is, the strength of the effective desire of accumula- 
tion : the comparative estimate made by the people of that place and era, 
of future interests when weighed against present. This element chiefly 
affects the inclination to save. The other element, which affects not so 
much the willingness to save as the disposition to employ savings produc- 
tively, is the degree of security of capital engaged in industrial opera- 
tions. A state of general insecurity, no doubt affects also the disposition 
to save. A hoard may be a source of additional danger to its reputed 
possessor. But as it may also be a powerful means of averting dangers, 
the effect in this respect may perhaps be looked upon as balanced. But 
in employing any funds which a person may possess as capital on his own 
account, or 1n lending it to others to be so employed, there is always some 
additional risk, over and above that incurred by keeping it idle in his own 
custody. This extra risk is great, in proportion as the general state of 
society 1s insecure: it may be equivalent to twenty, thirty, or fifty per 
cent., or to no more than one or two; something, however, it must always 
be: and for this, the expectation of profit must be sufficient to com- 
ensate. 
j There would be adequate motives for a certain amount of saving, even 
if capital yielded no profit. There would be an inducement to lay by in 

ood times a provision for bad ; to reserve something for sickness and 
infirmity, or as ameans of leisure and independence in the latter part of 
life, or a help to children in the outset of it. Savings, however, which 
have only these ends in view, have not much tendency to increase the 
amount of capital permanently in existence. These motives only prompt 
each person to save at one period of life what he purposes to consume at 
another, or what will be consumed by his children before they can com- 
pletely provide for themselves. The savings by which an addition is made 
to the national capital, usually emanate from the desire of persons to 1m- 
prove what is termed their condition in life, or to make a provision for 
children or others, independent of their exertions. Now, to the strength 
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of these inclinations it makes a very material difference, how much of the 
desired object can be effected by a given ‘amount and duration of self- 
denial ; which again depends on the rate of profit. And there is in every 
country some rate of profit, below which persons in general will not find 
sufficient motive to save for the mere purpose of growing richer, or of 
leaving others better off than thtemselves, Any accumulation, therefore, 
by which the general capital is increased, requires ab its necessary con- 
dition a certain rate of profit : a rate which an average person will deem 
to be an equivalent for abstinence, with the addition of a sufficient insur- 
ance against rsk. There are always some persons in whom the effective 
desire of accumulation is above the averaye, and to whom less than this 
rate of profit is a sufficient inducement to save ; but these merely step 
into the place of others whose taste for expense and indulgence 1s beyond 
the average, and who, instead of saving, perhaps even dissipate what they 
have received, 

I have already observed that this minimum rate of profit, less than 
which is not consistent with the further increase of capital, is lower m 
some states of society than in others ; and I may add, that the kind of 
social progress characteristic of our present civilization, tends to diminish 
it. In the first place, one of the acknowledged effects of that progress is 
an increase of general security. Destruction by wars, and spoliation by 
private or public violence, are less and less to be apprehended ; and the 
improvements which may be looked for in education and in the administra- 
tion of justice, or, in their default, increased regard for opinion, afford a 
growing protection ggainst fraud and reckless mismanagement. The risks 
attending the investment of savings in productive employment, require 
therefore a smaller rate of profit to compensate for them than was required 
a century ago, and will hereafter require less than at present. In the 
second place, it 1s also one of the consequences of civilization that man- 
kind become less the slaves of the moment, and more habituated to 
carry their desires and. purposes forward into a distant future. This 
increase of providence is a natural result of the increased insurance with 
which futurity can be looked forward to: and 1s, besides, favoured by 
most of the influences which an industrial life exercises over the passions 
and inclinations of human nature. In proportion as life has fewer vicissi- 
tudes, as habits become more fixed, and great pnzes are less and less to 
be hoped for by any other means than long perseverance, mankind 
become more willing to sacrifice present indulgence for future objects. 
This increased capacity of forethought and self-control may assuredly find 
other things to exercise itself upon than an increase of riches, and some 
considerations connected with this topic will shortly be touched upon. 
The present kind of social progress, however, decidedly tends, though not 
perhaps to increase the desire of accumulation, yet to weaken the obstacles 
to it, and to diminish the amount of profit which people absolutely require 
as an inducement to save and accurnulate. For these two reasons 
diminution of risk and increase of providence, a profit or interest of three 
or four per cent. 1s as sufficient a motive to the mcrease of capital in 
England at the present day, as thirty or forty per cent. in the Burmese 
Empire, or in England at the time of King John. In Holland during the 
last century a return of two per cent.,on government security, was con- 
sistent with an undiminished, if not with an increasing capital. But 
though the minimum rte of po is thus liable to vary, and though to 
specify exactly what it 1s would at any given time be impossible, such a 
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minimum always exists ; and whether it be high or low, when once it is 
reached, no further increase of capital can for the present take place. 
The country has then atfained what 1s known to political economists 
under the name of the stacionary state. 

§ 4. We now, thetefore, arrive at the fundamental proposition which 
this chapter 1s igtended to gnculcate. When a country has long pos- 
sessed a large production, and a large net income to make savings from, 
and when, therefore, the means have long existed of making a great 
annual addition to capital ; (the country not having, lke America, a large 
reserve of fertile land still unused ;) it 1s one of the characteristics of such 
a country, that the rate of profit is habitually within, as 1t were, a hand’s 
breadth of the minimum, and the country therefore on the very verge of 
the stationary state. By this I do not mean that this state is likely, in 
any of the great countries of Europe, to be soon actually reached, or 
that capital does not still yield a profit considerably greater than what 
is barely sufficient to induce the people of those countries to save and 
accumulate. My meaning is, that it would require but a short time to 
reduce profits to the minimum, if capital contimued to increase at its 
present rate, and no circumstances having a tendency to raise the rate of 
profit occurred in the meantime. The expansion of capital would soon 
reach its ultimate boundary, if the boundary itself did not continually 
open and leave more space. 

In England, the ordinary rate of interest on government securities, in 
which the risk is next to nothing, may be estimated at a little more than 
three per cent. : in all other investments, therefore,*the interest or profit 
calculated upon (exclusively of what is properly a remuneration for talent 
or exertion) must be as much more than this amount, as 1s equivalent to 
the degree of risk to which the capital 1g thought to be exposed. Let us 
suppose that in England even so small a net profit as one per cent., 
exclusive of insurance against risk, would constitute a sufficient induce- 
ment to save, but that less than this would notgbe a sufficient inducement. 
I now say, that the mere continuance of the present annual increase of 
capital, 1f no circumstance occurred to counteract its effect, would suffice 
in a small number of years to reduce the rate of net profit to one per cent. 

To fulfil the conditions of the hypothesis, we must suppose an entire 
cessation of the exportation of capital for foreign investment. No more 
capital sent abroad for railways or loans; no more emigrants, taking 
capital with them, to the colonies, or to other countries ; no fresh advances 
made, or credits given, by bankers or merchants to their foreign corre- 
spondents. We must also assume that there are no fresh loans for 
unproductive expenditure by the government, or on mortgage, or other- 
wise ; and none of the waste of capital which now takes place by the 
failure of undertakings which people are tempted to engage in by the 
hope of a better income than can be obtained in safe paths at the present 
habitual low rate of profit. We must suppose the entire savings of the 
community to be annually invested im really productive employment within 
the country itself ; and no new channels opened by industrial inventions, 
or by a more extensive substitution of the best known processes for inferior 
ones. ; 

Few persons would hesitate to say, that there would be great difficulty 
in finding remunerative employment every year for so much new capital, 
and most would conclude that there would be what used to be termed a 
general glut ; that commodities would be produced, and remain unsold, 
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or be sold only at a loss. But the full examination which we have already 
given to this question,* has shown that this Is not the mode in which the 
inconvenience would be experienced. The difficulty would not consist in 
any want of a market. If the new capital were duly shared among many 
varieties of employment, it would raise up a demand for its own produce, 
and there would be no cause why &ny part pf that produce should remain 
longer on hand than formerly. What would really be, not merely difficult, 
but impossible, would be to employ this capital without submitting to a 
rapid reduction of the rate of profit. 

As capital increased, population either would also increase, or it would 
not. If it did not, wages would rise, and a greater capital would be dis- 
tributed in wages among the same number of labourers. There being no 
more labour than before, and no improvements to render the labour more 
efficient, there would not be any increase of the produce; and as the 
capital, however largely increased, would only obtain the same gross 
return, the whole savings of each year would be exactly so much subtracted 
from the profits of the next and of every following year. It1s hardly 
necessary to say that in such circumstances profits would very soon fall to 
the point at which further increase of capital would ccase. An augmenta- 
tion of capital, much more rapid than that of population, must soon reach 
its extreme limit, unless accompanied by increased efficiency of labour 
(through inventions and discovenes, or improved mental and physical 
education), or unless some of the idle people, or of the unproductive 
labourers, became productive. 

If population did increase with the increase of capital, and in proportion 
to it, the fall of profits would still be inevitable. Increased population 
implies increased demand for agricultural produce. In the absence of 
industrial improvements, this deraand can only be supplied at an increased 
cost of production, either by cultivating worse land, or by a more elaborate 
and costly cultivation of the land already under tillage. The cost of the 
labourer’s subsistence 1s g¢herefore increased; and unless the labourer 
submits to a deterioration of his condition, profits must fall. In an old 
country like England, 1f, in addition to supposing all improvements in 
domestic agriculture suspended, we suppose that there is no increased 
production in foreign countries for the English market, the fall of profits 
would be very rapid. If both these avenues to an increased supply of 
food were closed, and population continued to increase, as it is said to do, 
at the rate of a thousand a day, all waste land which admits of cultivation 
in the existing state of knowledge would soon be cultivated, and the cost 
of production and price of food would be so increased, that, if the labourer 
received the increased money wages necessary to compensate for his 
increased expenses, profits would very soon reach the minimum. The 
fall of profits would be retarded if money wages did not rise, or rose in a 
less degree ; but the margin which can be gained by a deterioration of 
the labourer’s condition is a very narrow one: in general he cannot bear 
much reduction : when he can, he has also a higher standard of necessary 
requirements, and wé// not. On the whole, therefore, we may assume 
that in such a country as England, if the present annual amount of savings 
were to continue, without any of the counteracting circumstances which 
now keep in check the natural influence of those savings in reducing 
all the rate of profit would speedily attain the minimum, and all 

rthur accumulation of capital would for the present cease, 


* Book iii, ch. 14. 
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§ 5. What, then, are these, counteracting circumstances, which, in the 
existing state of things, maintain a tolerably equal struggle against the 
downward tendency of profits, and prevent the great annual savings which 
take place in this country from depressing the rate of profit much nearer 
to that lowest point to which it 1s alwayg tending, and which, left to itself, 
it would so promptly attain? ghe resisting agencies are of several kinds. 

First among them, we may notice one which is so simple and so con- 
spicuous, that some political economists, especially M. de Sismondi and 
Dr. Chalmers, have attended to it almost to the exclusion of all others. 
This is, the waste of capital in periods of over-trading and rash specula- 
tion, and in the commercial revulsions by which such times are always 
followed. It is true that a great part of what is lost at such periods 1s 
not destroyed, but merely transferred, hke a gambler’s losses, to more 
successful speculators. But even of these mere transfers, a large portion 
is always to foreigners, by the hasty purchase of unusual quantities of 
foreign goods at advanced prices. And much also Is absolutely wasted. 
Mines are opened, railways or bridges made, and many other works of 
uncertain profit commenced, and in these enterprises much capital is 
sunk which yields either no return, or none adequate to the outlay. 
Factories are built and machinery erected beyond what the market 
requires or can keep in employment. Even if they are kept in employs 
ment, the capital is no less sunk ; it has been converted from circulating 
into fixed capital, and has ceased to have any influence on wages or 
profits. Besides this, there 1s a great unproductive consumption of 
capital, during the stagnation which follows a peritd of general over- 
trading. Establishments are shut up, or kept working without any profit, 
hands are discharged, and numbers of persons in all ranks, being deprived 
of their income, and thrown for support oft their savings, find themselves, 
after the crisis has passed away, in a condition of more or Jess impoverish- 
ment. Such are the effects of a commercial revulsion: and that such 
revuisions are almost periodical, is a consequence of the very tendency 
of profits which we are now considering. By the time a few years have 
passed over without a crisis, so much additional capital has been accumu- 
lated, that it is no longer possible to invest it at the accustomed profit : 
all public securities rise to a high price, the rate of interest on the best 
mercantile security falls very low, and the complaint is general among 
persons in business that no money is to be made. Does not this 
demonstrate how speedily profit would be at the minimum, and the 
Stationary condition of capital would be attained, if these accumulations 
went on without any counteracting principle? But the diminished scale 
of all safe gains, inclines persons to give a ready ear to any projects 
which hold out, though at the risk of loss, the hope of a higher rate of 
profit; and speculations ensue, which, with the subsequent revulsions, 
destroy, or transfer to foreigners, a considerable amount of capital, 
produce a temporary rise of interest and profit, make room for fresh 
accumulations, and the same round is recommenced. 

This, doubtless, is one considerable cause which arrests profits in their 
descent to the minunum, by sweeping away from time to time a part of 
the accumulatedemass by which they are forced down But this is not, 
as might be inferred from the language of some writers, the principal 
cause If it were, the capital of the country would not increase: but in 
England it does increase greatly and rapidly. This is shown by the 
increasing productiveness of almost all taxes, by the continual growth of 
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all the signs of national wealth, and by the ,apid increase of population, 
while the condition of the labourers certainly 1s not on the whole 
declining. These things prove that each commercial revulsion, however 
disastrous, is very far from destroying all the capital which has been 
added to the accumulations of, the country since the last revulsion 
preceding it, and that, invariably, room is ezither found or made for the 
profitable employment of a perpetually increasing capital, consistently 
with not forcing down profits to a lower rate. 

§ 6. This brings us to the second of the counter-agencies, namely, 
improvements in production. These evidently have the effect of ex- 
tending what Mr. Wakefield terms the field of employment, that is, they 
enable a greater amount of capital to be accumulated and employed 
without depressing the rate of profit; provided always that they do not 
raise, to a proportional extent, the habits and requirements of the 
labourer. If the labouring class gain the full advantage of the increased 
cheapness, in other words, 1f money wages do not fall, profits are not 
raised, nor their fall retarded. But if the class people up to the improve- 
ment in their condition, and so relapse to their previous state, profits will 
rise. All inventions which cheapen any of the things consumed by the 
labourer, unless his requirements are raised in an equivalent degree, in 
time lower money wages: and by doing so, enable a greater capital to be 
accumulated and employed, before profits fall back to what they were 
previously. - ' 

Improvements which only affect things consumed exclusively by the 
richer classes, do fiot operate precisely in the same manner. The 
cheapening of lace or velvet has no effect in diminishing the cost of 
labour ; and no mode can be pointed out in which it can raise the rate 
of profit, so as to make room fof a larger capital before the minimum 1s 
attained. It, however, produces an effect which 1s virtually equivalent ; 
it lowers, or tends to lower, the mimimum itself. In the first place, the 
cheapness of articles of consumption promotes the inclination to save, by 
affording to all consumers a surplus which they may lay by, consistently 
with their accustomed manner of living; and unless they were before 
suffering actual hardships, it will require little self-denial to save some 
part at least of this surplus. In the next place, whatever enables people 
to live equally well upon a smaller income, inclines them to lay by capital 
for a lower rate of profit. If people can live on an independence of 500/. 
a year in the same manner as they formerly could on one of 1000/., some 
persons will be induced to save in hopes of the one, who would have been 
deterred by the more remote prospect of the other. All improvements, 
therefore, in the production of almost any commodity, tend in some 
degree to widen the, interval which has to be passed before arriving at 
the stationary state: but this effect belongs in a much greater degree to 
the improvements which affect the articles consumed by the labourer, 
since these conduce to it in two ways; they induce people to accumulate 
for a lower profit, and they also raise the rate of profit itself. 

§ 7. Equivalent in effect to improvements in production, is the acqui- 
sition of any new power of obtaining cheap commodities from foreign 
countries. If necessaries are cheapened, whether they are so by improve- 
ments at home or importation from abroad, is exactly the same thing to 
wages and profits, Unless the labourer obtains, and by an improvement 
of his habitual standard, keeps, the whole benefit, the cost of labour is 
lowered, and the rate of profit raised. As long as food can continue to 
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be imported for an increasing population without any diminution of 
cheapness, so long the declension of profits through the increase of popu- 
lation and capital is arrested, and accumulation may go on without 
making the rate of profit draw nearer to the minimum. And on this 
ground it 1s believed by some, that the repeal of the corn laws has opened 
to this country a long era of rapid increage of capital with an undiminished 
rate of profit. ® é 

Before inquiring whether this expectation is reasonable, one remark 
must be made, which is much at variance with commonly received 
notions. Foreign trade does not necessarily increase the field of employ- 
ment for capital. It is not the mere opening of a market for British 
productions, that tends to raise the rate of profits. If nothing were 
obtained in exchange for those productions but the luxuries of the nch, 
the expenses of no capitalist would be diminished ; profits would not be 
at all raised, nor room made for the accumulation of more capital without 
submitting to a reduction of profits: and if the attainment of the 
Stationary state were at all retarded, it would only be because the 
diminished cost at which a certain degree of luxury could be enjoyed, 
might induce people, in that prospect, to continue saving for a lower 
profit than they formerly were willing to do. When foreign trade makes 
room for morc capital at the same profit, it is by enabling the necessaries 
of life, or the habitual articles of the labourer’s consumption, to be 
obtained at smaller cost. It may do this in two ways; either by the 
importation of those commodities theinselvess or of the means and ap- 
pliances for producing them. Cheap iron has, in a certain measure, the 
same effect on profits and the cost of labour as cheap corn, because cheap 
iron makes cheap tools for agriculture and cheap machinery for clothing. 
But a forexgn tirade which neither directly, nor by any indirect conse- 
quence, increases the cheapness of anything consumed by the labourers, 
does not, any more than an invention or discovery in the like case, tend 
to raise profits or retard their fall; it merely substitutes the production 
of goods for forcign markets, in the room of the home production 
of luxuries, leaving the employment for capital neither greater nor less 
than before. It 1s true, that there is scarcely any export trade which, in a 
country that already imports necessarics or materials, comes within these 
conditions ; for every increase of exports enables the country to obtain all 
its imports on cheaper terms than before. 

A country which admits food of all kinds, and all necessaries and the 
materials of necessaries, to be freely imported from all parts of the world 
(which is now very nearly, and will soon be entirely, our own case) no 
longer depends on the fertility of her own soil to keep up her rate of 
profits, but on the soil of the whole world. It remains to consider how 
far this resource can be counted upon for making head during a very long 
period against the tendency of profits to decline as capital increases. 

It must, of course, be supposed that with the increase of capital, popu- 
lation also increases ; for if it did not, the consequent rise of wages would 
bring down profits, in spite of any cheapness of corn. Suppose then that 
the population of Great Britain goes on increasing at its present rate, and 
demands every year a supply of imported food considerably beyond that 
of the year preteding. This annual increase in the food demanded from 
the exporting countries, can only be obtained either by great improve- 
ments in their agriculture, or by the application of a great additional 
capital tq the growth of food. The former is likely to be a very slow 
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process, from the rudeness and ignorance of the agricultural classes in 
the food-exporting countries of Europe, whils the British colonies and the 
United States are already in possession of most of the improvements yet 
made, so far as suitable to their circumstances. There remains as a 
resource, the extension of cultivation. And on this it is to be remarked, 
that the capital by which any such extension can take place, is mostly 
still to be created. In Poland, Russia, Hungary, Spzin, the increase of 
capital is extremely slow. In America it is rapid, but not more rapid than 
the population. ‘The principal fund at present available for supplying 
this country with a yearly increasing importation of food, 1s that portion 
of the annual savings of America which has hitherto been applied to 
increasing the manufacturing establishments of the United States, and 
which may now possibly be diverted from that purpose to growing food 
for our market. This limited source of supply, unless great improvements 
take place in agriculture, cannot be expected to keep pace with the 
growing demand of so rapidly increasing a population as that of Great 
Britain ; and if our population and capital continue to increase with 
their present rapidity, the only mode in which food can continue to be 
supplied cheaply to the one, is by sending the other abroad to produce it. 

§ 8 This brings us to the last of the counter-forces which check the 
downward tendency of profits in a country whose capital increases faster 
than that of its neighbours, and whose profits are therefore nearer to the 
minimum. This is the perpetual overflow of capital into colonies or 
foreign countries, to seek mgher' profits than can be obtained at home. 
I believe this to have been for many years one of the principal causes by 
which the decline of profits in England has been arrested. It has a 
twofold operation. In the first place, it does what a fire, or an inunda- 
tion, or a commercial crisis would have done: it carries off a part of the 
increase of capital, from which the reduction of profits proceeds. 
Secondly, the capital so carried off is not lost, but is chiefly employed 
either in founding colonies, which become large exporters of cheap agri- 
cultural produce, or in extending and perhaps improving the agriculture 
of older communities. It is tothe emigration of English capital, that we 
have chiefly to look for keeping up a supply of cheap food and cheap 
materials of clothing, proportional to the increase of our population : 
thus enabling an increasing capital to find employment in the country 
without reduction of profit, in producing manufactured articles with which 
to pay for this supply of raw produce. Thus, the exportation of capital 
is an agent of great efficacy in extending the field of employment for that 
which remains: and it may be said truly that, up to a certain point, the 
more capital we send away, the more we shall possess and be able to 
retain at home. 

In countries whicli are further advanced in industry and population, 
and have therefore a lower rate of profit, than others, there is always, long 
before the actual minimum is reached, a practical minimum, viz., when 
profits have fallen so much below what they are elsewhere, that, were they 
to fall lower, all further accumulations would go abroad. In the present 
state of the industry of the world, when it is necessary, in any rich and 
improving country, to take the minimum of profits at all into considera- 
tion for practical purposes, it is only this practical minimum that needs be 
considered. As long as there are old countries where capital increases 
very rapidly, and new countries where profit is still high, profits in the 
old countries will not sink to the rate which would put a stop to accumu 
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lation ; the fall is stopped at the point which sends capital abroad. It is 
only, however, by improvements in production, and even in the production 
of things consumed by labourers, that the capital of a country like 
England is prevented from speedily reaching that degree of lowness of 
profit which would cause all further savings to be sent to find employment 
in the colonies or in foreign countries. | 


CHAPTER V. 
CONSEQUENCES OF THE TENDENCY OF PROFITS TO A MINIMUM. 


§ 1. THE theory of the effect of accumulation on profits, laid down an 
the preceding chapter, materially alters many of the practical conclusions 
which might otherwise be supposed to follow from the general principles 
of Political Economy, and which were, indeed, long admitted as true by 
the highest authorities on the subject. 

It must greatly abate, or, rather, altogether destroy, in countries where 
profits are low, the immense importance which used to be attached by 
political economists to the effects which an event or a measure of govern- 
ment might have, in adding to, or subtracting from, the capital of the 
country. We have now seen that the lowness of profits is a proof that the 
spirit of accumulation is so active, and that the increase of capital has 
proceeded at so rapid a rate, as to outstrip the two counter-agencies, im- 
provements in production, and increaséd supply of cheap necessaries from 
abroad : and that unless a considerable portion of the annual increase of 
capital were either periodically destroyed, or exported for foreign invest- 
ment, the country would speedily attain the point at which further 
accumulation would cease, or at least spontaneously slacken, so as no 
longer to overpass the march of invention in the arts which produce the 
necessaries of life. In such a state of things as this, a sudden addition to 
the capital of the country, unaccompanied by any increase of productive 
power, would be but of transitory duration ; since by depressing profits 
and interest, it would either diminish by a corresponding amount the 
savings which would be made from income in the year or two following, 
or it would cause an equivalent amount to be sent abroad, or to be wasted 
in rash speculations. Neither, on the other hand, would a sudden ab- 
straction of capital, unless of inordinate amount, have any real effect in 
impoverishing the country. After a few months or years, there would 
exist In the country just as much capital as if none had been taken away. 
The abstraction, by raising profits and interest, would give a fresh stimulus 
to the accumulative principle, which would speedily fill up the vacuum. 
Probably, indeed, the only effect that would ensue, would be that for some 
time afterwards less capital would be exported, and less thrown away in 
hazardous speculation. 

In the first place, then, this view of things greatly weakens, in a wealthy 
and industrious country, the force of the economical argument against the 
expenditure of public money for really valuable, even though industrially 
unproductive, purposes. If for any great object of justice or philanthropic 
policy, such ag the industrial regeneration of Ireland, or a comprehensive 
measure of colonization or of public education, it were proposed to raise a 
large sum by way of loan, politicians need not demur to the abstraction 
of so much capital, as tending to dry up the permanent sources of the 


492 INFLUENCE OF SOCIETY ON PRODUCTYON, ETC, 


country's wealth, and diminish the fund which supplies the subsistence of 
the labouring population. The utmost expense which could be requisite 
for any of these purposes, would not in all probability deprive one labourer 
of employment, or diminish the next year’s production by one ell of cloth 
or one bushel of grain. In poor countries, the capital of the country 
requires the legislator’s sedulous care ; he is bound to be most cautious 
of encroaching upon it, and should favour ? the utmost its accumulation 
at home, and its introduction from abroad. But in rich, populous, and 
highly cultivated countries, it 1s not capital which 1s the deficient element, 
but fertile land; and what the legislator should desire and promote, is 
not a greater aggregate saving, but a greater return to savings, either by 
improved cultivation, or by access to the produce of more fertile lands in 
other parts of the globe. In such countries, the government may take 
any moderate portion of the capital of the country and expend it as 
revenue, without affecting the national wealth: the whole being either 
drawn from that portion of the annual savings which would otherwise be 
sent abroad, or being subtracted from the unproductive expenditure of 
individuals for the next year or two, since every million spent makes room 
for another million to be saved before reaching the overflowing point. 
When the object in view 1s worth the sacrifice of such an amount of the 
expenditure that furnishes the daily enjoyments of the people, the only 
well grounded economical objection against taking the necessary funds 
directly from capital, consists of the inconveniences attending the process 
of raising a revenue by taxation, te pay the interest of a debt. 

The same considerations enable us to throw aside as unworthy of regard, 
one of the common atguments against emigration as a means of relief for 
the labouring class. Emigration, it 1s said, can do no good to the 
labourers, 1f, in order to defray the cost, as much must be taken away 
from the capital of the country as from its population. That anything hke 
this proportion could require to be abstracted from capital for the purpose 
even of the most extensive colonization, few, I should think, would now 
assert : but even on that untenable supposition, it 1s an error to suppose 
that no benefit would be conferred on the labouring class. If one-tenth 
of the labouring people of England were transferred to the colonies, and 
along with them one-tenth of the circulating capital of the country, either 
wages, or profits, or both, would be greatly benefited, by the diminished 
pressure of capital and population upon the fertility of the land. There 
would be a reduced demand for food : the inferior arable lands would be 
thrown out of cultivation, and would become pasture ; the superior would 
be cultivated Jess highly, but with a greater proportional return ; food 
would be lowered in price, and though money wages would not rise, every 
labourer would be considerably improved in circumstances ; an improve- 
ment which, if no increased stimulus to population and fall of wages 
ensued, would be permanent; while if there did, profits would rise, and 
accumulation start forward so as to repair the loss of capital. The land- 
lords alone would sustain some loss of income; and even they, only if 
colonization went to the length of actually diminishing capital and 
population, but not if it merely carried off the annual increase. 

§ 2. From the same principles we are now able to arrive at a final con- 
clusion respecting the effects which machinery, and genera!ly the sinking 
of capital for a productive purpose, produce upon the immediate and 
ultimate interests of the labouring glass. The characteristic property of 
this class of industrial improvements is the conversion of circulating capi- 
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tal into fixed : and it was shown in the First Book,* that in a country 
where capital accumulates slowly, the introduction of machinery, per- 
manent improvements of land, and the like, might be, for the time, 
extremely injurious ; since the capital so employed might be directly taken 
from the wages fund, the subsistence of the people and the employment 
for labour curtailed, and the gross annual produce of the country actually 
diminished. But yi a country,of great annual savings and low profits, no 
such effects need be apprehended. Since even the emigration of capital, 
or its unproductive expenditure, or its absolute waste, do not in such a 
country, if confined within any moderate bounds, at all diminish the 
aggregate amount of the wages fund—still less can the mere conversion 
of a like sum into fixed capital, which continues to be productive, have 
that effect. It merely draws off at one onfice what was already flowing 
out at another; or if not, the greater vacant space left in the reservoir 
does but cause a greater quantity to flow in. Accordingly, in spite of the 
mischievous derangements of the money-market which have been occa- 
sioned by the great sums in process of being sunk in railways, I cannot 
agree with those who apprehend any mischief, from this source, to the pro- 
ductive resources of the country. My dissent does not rest on the absurd 
ground (which to any one acquainted with the elements of the subject 
needs no confutation) that railway expenditure 1s a mere transfer of 
capital from hand to hand, by which nothing 1s lost or destroyed. Thisis 
true of what is spent in the purchase of the land ; a portion too of what is 
paid to parliamentary agents, counsel, engineers, and surveyors, is saved 
by those who receive it, and becomes capital again: but what is laid out 
in the dond fide construction of the railway itself, 1s Jost and gone; when 
once expended, it is incapable of ever being paid in wages or applied to 
the maintenance of labourers again : as a matter of account, the result is 
that so much food and clothing and tools have been consumed, and the 
country has got a railway instead. But what I would urge 1s, that sums 
so applied are mostly a mere appropriation of the annual overflowing 
which would otherwise have gone abroad, or been thrown away unprofit- 
ably, leaving neither a railway nor any other tangible result. The railway 
gambling of 1844 and 1845 probably saved the country from a depression 
of profits and interest, and a rise of all public and private securities, which 
would have engendered still wilder speculations. and when the effects 
came afterwards to be complicated by the scarcity of food, would have 
ended in a still more formidable crisis than has recently been experienced. 
In the poorer countries of Europe, the rage for railway construction might 
have had worse consequences than in England, were it not that in those 
countries such enterprises are in a great measure carried on by foreign 
capital. The railway operations of the various nations of the world may 
be looked upon as a sort of competition for the overflowing capital of the 
cauntries where profit is low and capital abund&nt, as England and 
Holland. The English railway speculations are a struggle to keep our | 
annual increase of capital at home ; those of foreign countries are an effort 
to obtain it. 
It already appears from these considerations, that the conversion of 
circulating capital into fixed, whether by railways, or factories, or ships 
or machinery,eor canals, or mines, or works of drainage and irrigation, is 
not likely, in any rich country, to diminish the gross produce or the 
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amount of upon for labour. How much then is the case 
strengthened, when we consider that these transformations of a ten aré 
of the nature of improvements in productioh, which, instead of ultimately 
diminishing circulating capital, are the necessary conditions of its 
increase, since they alone enable a country to possess a constantly 
augmenting capital, without reducing profits to the rate which would 
cause accumulation to stop. There is hardly any increase of fixed capital 
which does not enable the country to contain eventually a larger circu- 
lating capital, than it otherwise could possess and employ within its own 
limits ; for there is hardly any creation of fixed capital which, when it 
roves successful, does not cheapen the articles on which wages are 
abitually expended. All capital sunk in the permanent improvement of 
land lessens the cost of food and materials ; almost all improvements in 
machinery cheapen the labourer’s clothing or lodging, or the tools with 
which these are made; improvements in locomotion, such as railways, 
cheapen to the consumer all things which are brought from a distance. 
All these improvements make the labourers better off with the same 
money wages, better off if they do not increase their rate of multiplication. 
But if they do, and wages consequently fall, at least profits rise, and, 
while accumulation receives an immediate stimulus, room 1s made for a 
greater amount of capital before a sufficient motive arises for sending it 
abroad. Even the improvements which do not cheapen the things con- 
sumed by the labourer, and which, therefore, do not raise profits nor retain 
capital in the country, nevertheless, as we have seen, by lowering the 
minimum of profit for which people will ultimately consent to save, leave 
an ampler margin than previously for eventual accumulation, before 
arriving at the stationary state. 

We may conclude, then, that improvements in production, and 
emigration of capital to the more fertile soils and unworked mines of the 
uninhabited or thinly peopled parts of the globe, do not, as it appears to 
a superficial view, diminish the gross produce and the demand for labour 
at home, but, on the contrary, are what we have chiefly to depend on 
for increasing both, and are even the necessary conditions of any great 
or prolonged augmentation of either, Nor 1s 1t any exaggeration to say, 
that within certain, and not very narrow, limits, the more capital a 
a hke England expends in these two ways, the more she will have 


CHAPTER VI. 


OF THE STATIONARY STATE. 


§ 1. THE preceding chapters comprise the general theory of the 
economical progress of society, in the sense in which those terms are 
commonly understood ; the progress of capital, of population, and of the 
productive arts. But in contemplating any progressive movement, not in 
its nature unlimited, the mind is not satisfied with merely tracing the laws 
of the movement; it cannot but ask the further question, to what goal ? 
Towards what ultimate point is society tending by its industrial progress? 
When the progress ceases, in what condition are we to expect that it will 
leave mankind ? 
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{t must always have been seen, more or less distinctly, by politicai 
economists, that the increase pf wealth is not boundless ; that at the end 
of what they term the progressive state lies the stationary state ; that all 
progress in wealth is but a postponement of this, and that each step in 
advance is an approach to it. We have now been led to recognise that 
this ultimate goal is at all times near enough to be fully in view ; that we 
are always on the verge of it, apd that if*we have not reached it long ago, 
it is because the goal itself flies before us. The richest and most 
prosperous countries would very soon attain the stationary state if no 
further improvements were made in the productive arts, and if there were, 
@ suspension of the overflow of capital from those countries into the uncul- 
tivated or ill-cultivated regions of the earth. 

_ This impossibility of ultimately avoiding the stationary state—this 
Irresistible necessity that the stream of human industry should finally 
spread itself out into an apparently stagnant sea—must have been, to the 
political economists of the last two generations, an unpleasing and dis- 
couraging prospect ; for the tone and tendency of their speculations goes 
completely to identify all that is economically desirable with the pro- 
gressive state, and with that alone. With Mr. M‘Culloch, for example, 
prosperity does not mean a large production and a good distribution of 
wealth, but a rapid increase of it ; his test of prosperity is high profits ; 
and as the tendency of that very increase of wealth, which he calls 
prosperity, is towards low profits, economical progress, according to him, 
must tend to the extinction of prosperity. Adam Smith always assumes 
that the condition of the mass of the people, though it may not be 
positively distressed, must be pinched and stinted ina stationary condition 
of wealth, and can only be satisfactory in a progressive state. The 
doctrine that, to however distant a time incessant struggling may put off 
our doom, the progress of society must ‘end in shallows and in miseries,’ 
far from being, as many people still believe, a wicked invention of Mr. 
Malthus, was either expressly or tacitly affirmed by his most distinguished 

redecessors, and can only be successfully combated on his principles. 

efore attention had been directed to the principle of population as the 
active force in determining the remuneration of labour, the increase of 
mankind was virtually treated as a constant quantity ; it was, at all events, 
assumed that in the natural and normal state of human affairs population 
must constantly increase, from which it followed that a constant increase 
of the means of support was essential to the physical comfort of the mass 
ofmankind. The publication of Mr. Malthus’ Essay is the era from which 
better views of this subject must be dated; and notwithstanding the 
acknowledged errors of his first edition, few writers have done more than 
himself, in the subsequent editions, to promote these juster and more 
hopeful anticipations. 

I-ven in a progressive state of capital, in old countries, a conscientious or 
prudential restraint on population is indispensable to prevent the increase 
of numbers from outstripping the increase of capital, and the condition of 
the classes who are at the bottom of society from being deteriorated. 
Where there is not, in the people, or in some very large proportion of 
them, a resolute resistance to this deterioration—a determination to pre- 
serve an established standard of comfort—the condition of the poorest 
class sinks, even in a progressive state, to the lowest point which they 
will consent to endure. The same determination would be equally 
effectual to keep up their condition in the stationary state, and would be 
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quite as likely to exist. Indeed, even now, the countries in which the 
greatest prudence is manifested in the regulating of population, are often 
those in which capital increases least ‘rapidly. here there is an 
indefinite prospect of employment for increased numbers, there 1s apt to 
appear less necessity for prudential restraint. If it were evident that 
a new hand could not obtain employment but by displacing, or succeeding 
to, one alieady employed, the combined influences of prudence and 
public opinion might generally be relie&é on for restricting the coming 
generation within the numbers necessary for replacing the present. 

§ 2 I cannot, therefoie, regard the stationary state of capital and 
wealth with the unaffected aversion so generally manifested towards it by 
political economists of the old school. I am inclined to belicve that 1t 
would be, on the whole, a very considerable improvement on our present 
condition. I confess I am not charmed with the ideal of life held out by 
those who think that the normal state of human beings 1s that of 
struggling to get on; that the trampling, crushing, elbowing, and tread- 
ing on each other’s heels, which form the existing type of social life, are 
the most desirable lot of human kind, or anything but the disagrecable 
symptoms of one of the phases of industrial progress. The northern and 
middle states of America are a specimen of this stage of civilization in 
very favourable circumstances ; having, apparently, got rid of all social 
injustices and inequalities that affect persons of Caucasian race and of 
the male sex, while the proportion of population to capital and land 1s 
such as to ensure abundance to every able-bodied member of the com- 
munity who does not forfeit 1t by‘misconduct. They have the six points 
of Chartism, and they have no poverty: and all that these advantages 
seem to have done for them (notwithstanding some incipient signs of a 
better tendency) 1s that the life of the whole of one sex 1s devoted to 
dollar-hunting, and of the other to breeding dollar-hunters, This is not 
a kind of social perfection which philanthropists to come will feel any 
very eager desire to assist in realizing. Most fitting, indeed, is it, that 
while riches are power, and to grow as rich as possible the un:versal 
object of ambition, the path to its attaimment should be open to all, 
without favour or partiality. Dut the best state for human nature is that 
in which, while no one 1s poor, no one desires to be richer, nor has any 
reason to fear being thrust back, by the efforts of others to push them- 
selves forward. 

That the energies of mankind should be kept in employment by the 
struggle for riches, as they were formerly by the struggle of war, until 
the better minds succeed in educating the others into better things, is 
undoubtedly more desirable than that they should rust and stagnate. 
While minds are coarse they require coarse stimuli, and let them have 
them. Inthe meantime, those who do not accept the present very early 
stage of human improvement as its ultimate type, may be excused for 
being comparatively indifferent to the kind of economical progress which 
usually excites the congratulations of politicians ; the mere increase of 

roduction and accumulation. For the safety of national independence 
it 1s essential that a country should not fall much behind its neighbours 
in these things. But in themselves they are of little importance, so long 
as either the increase of population or anything else prevents the mass of 
the people from reaping any part of the benefit of them. I know not why 
it should be matter of congratulation that persons who are already richer 
than any one needs to be, should have doubled their means of consuming 
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things which givé little or no pleasure except as representative of wealth ; or 
that numbers of individuals yaa pass over, every year, from the middle 
classes into a richer class, or from the class of the occupied rich to that 
of the unoccupied. It is only in the backward countries of the world 
that increased production is still an important obyect: in those most 
advanced, what is economically needed is a better distribution, of which 
one indispensable means 1s a stpicter resfraint on population. Levelling 
institutions, either of a just or of an unjust kind, cannot alone accomplish 
it ; they may lower the heights of society, but they cannot permanently 
raise the depths. 

On the other hand, we may suppose this better distribution of property 
attained, by the joint effect of the prudence and frugality of individuals, 
and of a system of legislation favouring equality of fortunes, so far as 1s 
consistent with the just claim of the individual to the fruits, whether great 
or small, of his or her own industry. We may suppose, for instance, 
(according to the suggestion thrown out in a former chapter,*) a hmita- 
tion of the sum which any one person may acquire by gift or inheritance, 
to the amount sufficient to constitute a moderate independence. Under 
this twofold influence, society would exhibit these leading features ; a well 
paid and affluent body of labourers ; no enormous fortunes, except what 
were eained and accumulated during a single lifetime; but a much 
larger body of persons than at present, not only exempt from the coarser 
toils, but with sufficient leisure, both physical and mental, from mechanical 
details, to cultivate freely the graces of life, and, afford examples of them 
to the classes less favourably circumstanced for their growth. This most 
desirable condition of society is not only perfectly eompatible with the 
stationary state, but, it would seem, more naturally allied with that state 
than with any other. 

There 1s room 1n the world, no doubt, and even in old countuies, for an 
immense increase of population, supposing the arts of life to go on im- 
proving, and capital to increase. But although it may be innocuous, I 
confess I see very little reason for desiring it. The density of population 
necessary to enable mankind to obtain, in the greatest degree, all the 
advantages both of co-operation and of social intercourse, has, in all the 
more populous countries, been attained. A population may be too 
crowded, though all be amply supphed with food and raiment. It 1s not 
good for man to be kept perforce at all times in the presence of his species. 
A world from which solitude 1s extirpated is a very poor ideal. Solitude, 
in the sense of being often alone, is essential to any depth of meditation 
or of character; and solitude in the presence of natural beauty and 
grandeur 1s the cradle of thoughts and aspirations which are not 
only good for the individual, but which society could ill do without. Nor 
is there much satisfaction in contemplating the world with nothing left to 
the spontaneous activity of nature; with every rood of land brought into 
cultivation which 1s capable of growing food for human beings; every 
flowery waste or natural pasture ploughed up, all quadrupeds or buds 
which are not domesticated for man’s use exterminated as his rivals for 
food, every hedgerow or superfluous tree rooted out, and scarcely a place 
left where a wild shrub or flower could grow without being eradicated as 
a weed in the name of improved agriculture. If the earth must lose that 
great portion of its pleasantness which it owes to things that the unlimited 
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increase of wealth and population would extirpate from it, for the mere 
purpose of enabling it to support a largey, but not a better or a happier 
population, I sincerely hope, for the sake of posterity, that they will be 
content to be stationary, long before necessity compels them to it. 

It is scarcely necessary to remark that a stationary condition of capital 
and population implies no stationary state of humanimprovement. There 
would be as much scope as ever for all kynds of mental culture, and moral 
and social progress ; as much room for improving the Art of Living, and 
much more likelihood of its being improved, when minds ceased to be 
engrossed by the art of getting on. Even the industrial arts might be as 
earnestly and as successfully cultivated, with this sole difference, that 
instead of serving no purpose but the increase of wealth, industrial im- 
provements would produce their legitimate effect, that of abridging labour. 
Hitherto it is questionable if all the mechanical inventions yet made have 
lightened the day’s toil of any human being. They have enabled a greater 
population to live the same life of drudgery and imprisonment, and an 
increased number of manufacturers and others to make large fortunes. 
They have increased the comforts of the middle classes. But they have 
not yet begun to effect those great changes in human destiny, which it 1s 
in their nature and in their futurity to accomplish. Only when, in addition 
to just institutions, the increase of mankind shall be under the deliberate 
guidance of a judicious foresight, can the conquests made from the powers 
of nature by the intellect and energy of scientific discoverers, become the 
common property of the species, and the means of improving and clevating 
the universal lot, 


CHAPTER VIL 
ON THE PROBABLE FUTURITY OF THE LABOURING CLASSES. 


§ 1. THE observations in the preceding chapter had for their principal 
object to deprecate a false ideal of human society. Their applicability to 
the practical purposes of present times, consists in moderating the in- 
ordinate importance attached to the mere increase of production, and 
fixing attention upon improved distribution, and a large remuneration of 
labour, as the true desiderata. Whether the aggregate produce increases 
absolutely or not, is a thing in which, after a certain amount has been 
obtained, neither the legislator nor the philanthropist need feel any strong 
interest ; but, that it should increase relatively to the number of those who 
share 1n it, 1s of the utmost possible importance ; and this, (whether the 
wealth of mankind pe stationary, or increasing at the most rapid rate ever 
known in an old country,) must depend on the opinions and habits of the 
most numerous class, the class of manual labourers. 

The economic condition of that class, and along with it of all society, 
depends therefore essentially on its moral and intellectual, and that again 
on its social, condition. In the details of political economy, general views 
of society and politics are out of place ; but in the more comprehensive 
inquiries it is impossible to exclude them; since the. various leading 
departments of human life do not develop themselves separately, but 
each depends on all, or is profoundly modified by them. To obtain any 
light on the great economic question of the future, which gives the chief 
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interest to the phenomena of the present—the physical condition of the 
labouring classes—we must consider it, not separately, but in conjunction 
with all other points of their cofidition. 

Considered in its moral and social aspect, the state of the labouring 
people has latterly been a subject of much more speculation and discus- 
sion than formerly ; and the opinion that it is not now what it ought to 
be has become very general. The suggestions which have been promul- 
gated, and the contr@versies whi@h have becn excited, on detached points 
rather than on the foundations of the subject, have put in evidence the 
existence of two conflicting theories, respecting the social position desir- 
able for manual labourers. The one may be called the theory of 
dependence and protection, the other that of self-dependence. 

According to the former theory, the lot of the poor, in all things which 
affect them collectively, should be 1egulated for them, not dythem. They 
should not be 1equired or encouraged to think for themselves, or give to 
their own reflection or forecast an influential voice in the determination 
of their destiny. It is the duty of the higher classes to think for them, 
and to take the responsibility of their lot, as the commander and officers 
of an army take that of the soldiers composing it. This function the 
higher classes should prepare themselves to perform conscientiously, and 
their whole demeanour should impress the poor with a reliance on it, in 
order that, while yielding passive and active obedience to the rules pie- 
scribed for them, they may resign themselves in all other respects toa 
trustful ¢#souciance, and repose under the shadow of their protectors. 
The relation between rich and poor should be onfy partially authoritative ; 
it should be amiable, moral, and sentimental : affectioqate tutelage on the 
one side, respectful and grateful deference on the other. The rich should 
be 2 loco parentzs to the poor, guiding and Pe them like children, 
Of spontaneous action on their part therg should be no need. They 
should be called on for nothing but to do their day’s work, and to be 
moral and religious. Their morality and religion should be provided for 
them by their superiors, who should see them properly taught it, and 
should do all that is necessary to ensure their being, in return for labour 
and attachment, properly fed, clothed, housed, spiritually edified and 
innocently amused. 

This is the ideal of the future, in the minds of those whose dissatisfac- 
tion with the Present assumes the form of affection and regret towards the 
Past. Like other ideals, it exercises an unconscious influence on the 
opinions and sentiments of numbers who never consciously guide them- 
selves by any ideal. It has also this in common with other ideals, that it 
has never been historically realized. It makes its appeal to our imag- 
inative sympathies in the character of a restoration of the good times of 
our forefathers. But no times can be pointed out in which the higher 
classes of this or any other country performed a part even distantly 
resembling the one assigned to themin this theory. It 1s an idealization, 
grounded on the conduct and character of here and there an individual. 
All privileged and powerful classes, as such, have used their power in 
the interest of their own selfishness, and have indulged their self-import- 
ance in despising, and not in lovingly caring for, those who were, in their 
estimation, degraded by inferiority. That what has always been must 
always be, or that human improvement does not tend more and more to 
correct the intensely selfish feclings ‘engendered by power, I should be 
sorry to affirm. This, however, seems to me undeniable, that long before 
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the superior classes could be sufficiently improved to govern in thé 
tutelary manner supposed, the inferior classes would be too much improved 
to be so governed. 

T am quite sensible of all that is seductive in the picture of society which 
this theory presents. Though the facts of it have no prototype in the past, 
the feelings have. In them lies all that there is of reality in the concep- 
tion. As the idea is essentially repulsiye of a society only held together 
by bought services, and by the relations and feelings arising out of 
pecuniary interests, so there is something naturally attractive in a form of 
society abounding in strong personal attachments and disinterested 
self-devotion. Of such feelings it must be admitted that the relation 
of protector and protected has hitherto been the richest source. The 
strongest attachments of human beings in general are towards the things 
or the persons that stand between them and some dreaded evil. Hence, 
in an age of lawless violence and insecurity, and general hardness and 

roughness ef manners, in which life is beset with dangeis and sufferings 
at every step, to those who have neither a commanding position of their 
own, nor a claim on the protection of some one who has—a generous 
giving of protection, and a grateful receiving of it, are the strongest ties 
which connect human beings ; the feelings arising from that relation are 
their warmest feelings ; all the enthusiasm and tenderness of the most 
sensitive natures gather round it; loyalty on the one part and chivalry 
on the other are principles exalted into passions. I do not desire to 
depreciate these virtues, That,the most beautiful developments of feel- 
ing and character often grow out of the most painful and in many other 
respects the most hardening and corrupting circumstances of our condi- 
tion, is now, and probably will long be, one of the chief stumbling-blocks 
both in the theory and in the practice of morals and education. The error 
in the present case lies in nut perceiving, that these virtues and senti- 
ments, like the clanship and the hospitality of the wandering Arab, belong 
emphatically to a rude and imperfect state of the social union, and that 
the feelings between protector and protected can no longer have this 
beautiful and endearing character where there are no longer any serious 
dangers from which to protect. What is there in the present state 
of society to make it natural that human beings, of ordinary strength and 
courage, should glow with the warmest gratitude and devotion in return 
for protection? The laws hisses them: where the laws do not reach, 
manners and opinions shield them. To be under the power of some one, 
instead of being as formerly the sole condition of safety, is now, speaking 
generally, the only situation which exposes to grievous wrong; and 
wrong ageinst which Jaws and opinion are neither able, nor very 
seriously attempt, to afford effectual protection. We have entered into a 
state of civilization,in which the bond that attaches human beings to one 
another must be disinterested admiration and sympathy for personal 
qualities, or gratitude for unselfish services, and not the emotion of 
protectors towards dependents, or of dependents towards protectors. The 
arrangements of society are now such that no man or woman who either 
possesses or is able to earn a livelihood, requires any other protection 
than that of the law. This being the case, it argues great ignorance 
of human nature to continue taking for granted that relations founded on 
protection must always subsist, and not to see that the assumption of the 
part of protector, and of the power which belongs to it, without any of 
the necessities which justify it, must engender feelings opposite to loyalty. 
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Of the working classes of Western Europe at least it may be pro- 
nounced certain, that the patriarchal or paternal system of government is 
one to which they will not again be subject. That question has been 
several times decided. It was decided when they were taught to read, 
and allowed access to newspapers and political tiacts. It was decided 
when dissenting prcachers were suffered to go among them, and appeal 
to their faculties and feelings in oppositiofi to the creeds professed and 
countenanced by their superior® It was decided when they were 
brought together in numbers, to work socially under the same roof. It 
was decided when railways enabled them to shift from place to place, and 
change their patrons and employers as easily as their coats. The work- 
ing classes have taken their interests into ther own hands, and are per- 

etually showing that they think the interests of their employers not 
identical with their own but opposite to them. Some among the higher 
classes flatter themselves that these tendencies may be counteracted 
by moral and religious education; but they have let the time go by 
for giving an education which can serve their puipose. The principles of 
the Reformation have reached as low down in society as reading and 
writing, and the poor will no longer accept morals and religion of other 
people’s prescribing. I speak more particularly of our own country, 
especially the town population, and the districts of the most scientific 
agricultule and highest wages, Scotland and the North of England. 
Among the more inert and Jess modernized agricultural population of the 
southern counties, it might be possible for the gentry to retain for some 
time longer something of the ancient deferefice and submission of the poor, 
by bribing them with high wages and constant employnjent ; by ensuring 
them support, and never requiring them to do anything which they do 
not hke. But these are two conditions which never have been combined, 
and never can be, for long together. A guarantee of subsistence can only 
be practically kept up, when work is enforced, and superfluous multiplicae 
tion restrained, by at least a moral compulsion. It is then, that the 
would-be revivers of old times which they do not understand, would feel 
practically in how hopeless a task they were engaged. ‘The whole fabric 
of patriarchal or seignorial influence, attempted to be raised on the 
foundation of caressing the poor, would be shattered against the necessity 
of enforcing a stringent Poor-law. 

§ 2. It is on a far other basis that the well-being and well-doing of the 
labouring people must henceforth rest. The poor have come out of lead- 
Ing-strings, and cannot any longer be governed or tieated hke children. 
To their own qualities must now be commended the care of their 
destiny. Modern nations will have to learn the lesson, that the well- 
being of a people must exist by means of the justice and self-government, 
the dicacoctvn and owdpoctvn, of the individual citizens. The theory of 
dependence attempts to dispense with the neccssity*of these qualities 
in the dependent classes. But now, when even im position they are 
becoming less and less dependent, and their minds less and less 
acquiescent in the degree of dependence which remains, the virtues 
of independence are those which they stand in need of. Whatever 
advice, exhortation, or guidance is held out to the labouring classes, 
must henceforth be tendered to them as equals, and accepted with their 
eyes open. The prospect of the future depends on the degree in which 
they can be made rational beings, 

There is no reason to believe that prospect other than hopeful. The 
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progress indeed must always be slow. But there is a spontaneous 
education going on in the minds of the multitude, which may be greatly 
accelerated and improved by artificial’aids. The instruction obtained 
from newspapers and political tracts is not the best sort of instruction, 
but it is vastly superior to none at all. The institutions for lectures and 
discussion, the collective deliberations on questions of common interest, 
the trades unions, the political agitation, all serve to awaken public spirit, 
to diffuse variety of ideas among the mass, and-to excite thought and 
reflection in the more intelligent. Although the too early attainment of 
political franchises by the least educated class might retard, instead of 
promoting, their improvement, there can be little doubt that it is greatly 
stimulated by the attempt to acquire those franchises. In the meantime, 
the working classes are now part of the public; in all discussions on 
matters of general interest they, or a portion of them, are now partakers ; 
allwho use the press as an instrument may, if it so chances, have them 
for an audience ; the avenues of instruction through which the middle 
classes acquire most of the ideas which they have, are accessible to, at 
least, the operatives in the towns. With these resources, it cannot be 
doubted that they will increase in intelligence, even by their own unaided 
efforts ; while there is every reason to hope that great improvements both 
in the quality and quantity of school education will be speedily effected 
by the exertions of government and of individuals, and that the progress 
of the mass of the people in mental cultivation, and in the virtues which 
are dependent on it, will take place more rapidly, and with fewer inter- 
mittences and aberrations, than if left to itself. 

From this increase of intelligence, several effects may be confidently 
anticipated. First: that they will become even less willing than at 
pee to be led and governed, and directed into the way they should go, 

y the mere authority and frestige of superiors. If they have not now, 
still less will they have hereafter, any deferential awe, or religious 
principle of obedience, holding them in mental subjection to a class 
above them. The theory of dependence and protection will be more and 
more intolerable to them, and they will require that their conduct and 
condition shall be essentially self-governed. It 1s, at the same time, quite 
pom that they may demand, in many cases, the intervention of the 
egislature in their affairs, and the regulation by law of various things 
which concern them, often under very mistaken ideas of then interest. 
Still, it is their own will, their own ideas and suggestions, to which they 
will demand that effect should be given, and not rules laid down for them 
by other people. It 1s quite consistent with this, that they should feel 
respect for superiority of intellect and knowledge, and defer much to the 
opinions, on any subject, of those whom they think well acquainted with 
it. Such deference is deeply grounded in human nature; but they will 
judge for themselves of the persons who are and are not entitled to it. 

§ 3. It appears to me impossible but that the increase of intelligence, 
of education, and of the love of independence among the working classes, 
must be attended with a corresponding growth of the good sense which 
manifests itself in provident habits of conduct, and that population, there- 
fore, will bear a gradually diminishing ratio to capital and employment. 
This most desirable result would be much accelerated by another change, 
which lies in the direct line of the best tendencies of the time; the 
opening of industrial occupations freely to both sexes. The same reasons _ 
which make it no Jonger necessary that the poor should depend on the 


PROBABLE FUTURE OF THE LABOURING CLASSES. 03 


rich, make it equally unnecessary that women should depend on men, 
and the least which justice requires is that law and custom should not 
enforce dependence (when the correlative protection has become super- 
fluous) by ordaining that a woman, who does not happen to have a 
provision by inheritance, shall have scarcely any means open to her of 
gaining a hvelihood, except as a wife and ngother. Let women who prefer 
that occupation, adopé it; but that there should be no option, no other 
carriére possible for the great majority of women, except in the humbler 
departments of life, is one of those social injustices which call loudest for 
remedy. ‘The ramifications of this subject are far too numerous and 
intricate to be pursued here. The social and political equality of the 
sexes is not a question of economical detail, but one of principle, so 
intimately connected with all the more vital points of human :mprove- 
ment, that none of them can be thoroughly discussed independently of it. 
But for this very reason it cannot be disposed of by way of parenthesis, in 
a treatise devoted to other subjects. It is sufficient for the immediate 
purpose, to point out, among the probable consequences of the industnal 
and social independence of women, a great diminution of the evil of over- 
population. It is by devoting one-half of the human species to that 
exclusive function, by making 1t fill the entire life of one sex, and inter- 
weave itself with almost all the objects of the other, that the instinct in 
question is nursed into the dispioportionate preponderance which it has 
hitherto exercised in human life. 

§ 4. The political consequences of the inereasing power and importance 
of the operative classes, and of the growing ascendancy of numbers, which 
even in England and under the present institutions, i$ rapidly giving to 
the will of the majority at least a negative voice in the acts of government, 
are too wide a subject to be discussed in this place. But, confining our- 
selves to economical consideiations, and nofwithstanding the effect which 
improved intelligence in the working classes, together with just laws, 
may have in altering the distribution of the produce to their advantage, | 
cannot think it probable that they will be permanently contented with the 
condition of labouring for wages as their ultrmate state. To work at the 
bidding and for the profit of another, without any interest in the work— 
the price of their labour being adjusted by hostile competition, one side 
demanding as much and the other paying as little as possible—is not, 
even when wages are high, a satisfactory state to human beings of 
educated intelligence, who have ceased to think themselves naturally 
inferior to those whom they serve. They may be willing to pass through 
the class of servants in their way to that of employers ; but not to remain 
in it all their lives. To begin as hited labourers, then after a few years to 
work on their own account, and finally employ others, is the normal 
condition of labourers in a new country, rapidly increasing in wealth and 
population, hke America or Australia, But something else is required 
when wealth increases slowly, or has reached the stationary state, when 
positions, instead of being more mobile, would tend te be much more 
permanent than at present, and the condition of any pottion of mankind 
could only be desirable, if made desirable from the first. 

The opinion expiessed in a former part of this treatise tespecting small 
landed propertie and peasant proprietors, may have made the reader 
anticipate that a wide diffusion of property in land is the resource on 
which I rely for exempting at least the agricultural labourers from 
exclusive dependence on labour for hire. Such, however, is not my 
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opinion. I indeed deem that form of agricultural economy to be most 
groundlessly decried, and to be greatly preferable, in its aggregate effects 
on human happiness, to hired labour in any form in which it exists at 
present, because the prudential check to population acts more directly, 
and 1s shown by experience to be more efficacious ; and because, in point 
of security, of independence, ef exercise for the moral faculties and for the 
intellect, the state of a peasant proprietor 1s far nearer to what the state 
of the labourers should be, than the condition of an agriculturist in this 
or any other country of hired labour. When the former system already 
exists, and works on the whole satisfactorily, I should regret, in the 
present state of human intelligence, to sce 1t abolished 1n onder to make 
wy for the other, under a pedantic notion of agricultural improvement as 
a thing necessanly the same in every diversity of circumstances. Ina 
backwand state of industrial improvement, as in Ireland, I should urge its 
introduction, in preference to an exclusive system of hired labour ; as a 
more powerful instrument for raising a population from semi-savage list- 
lessness and recklessness, to habits of persevering industry and prudent 
calculation. 

But a people who have once adepted the large system of production, 
enher in manufactures or in agriculture, are not likely to recede from it ; 
no1, when population 1s kept in due proportion to the means of support, 
1s there any sufficient reason why they should. Labour is unquestionably 
more productive on the system of large industrial enterprises; the 
produce, if not greater absolutely, 1s greater in proportion to the labour 
employed. the same number of persons can be supported equally well 
with Jess toil and greater leisure ; which will be wholly an advantage, as 
soon as civilization and improvement have so far advanced that what is a 
benefit to the whole shall be a benefit to each individual composing it. 
The problem 1s, to obtain the efficiency and economy of production on a 
large scale, without dividing the producers into two parties with hostile 
interests, employers and employed, the many who do the work being 
mere servants under the command of the one who supplies the funds, 
and having no interest of their own in the enterprise, except to fulfil their 
contract and earn their wages. 

§ 5. It is this feeling, almost as much as despair of the improvement of 
the condition of the labouring masses by other means, which has caused 
sO great a multiplication of projects for the ‘organization of industry’ by 
the extension and development of the co-operative or joint-stock principle : 
some of the more conspicuous of which have been desc1ibed and charac- 
terized in an early chapter of this work. It 1s most desirable that all 
these schemes should have opportunity and encouragement to test their 
capabilities by actual experiment. There are, in almost all of them, many 
features, in themseives well worth submitting to that test; while, on the 
other hand, the exaggerated expectations entertained by large and grow- 
ing multitudes in all the piincipal nations of the world, concerning what 
it 1s possible, in the present state of human improvement, to effect by 
such means, have no chance of being corrected except by a fair trial in 
ptactice. The French revolution of February, 1848, at first seemed to 
have opened a fair field for the tral of such experiments, on a perfectly 
safe scale, and with every advantage that could be derived from the 
countenance of a government which sincerely desired their success. It 
is much to be regretted that these prospects have been frustrated, and 
that the reaction of the middle class against anti-property doctrines hag 
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engendered for the present an unreasoning and undiscriminating antipathy 
to all ideas, however harmless os however just, which have the smallest 
savour of Socialism. This 1s a disposition of mind, of which the influential 
classes, both in France and elsewhere, will find it necessary to divest 
themselves. Socialism has now become mrevocably one of the leading 
elements in European politics. The slate ig raised by it will not be sct 
at rest by merely refusing to listen to it; but only by a more and more 
complete realization of the ends which Socialism aims at, not neglecting 
its means so far as they can be employed with advantage. 

On the particular point specially considered in the present chapter, 
those means have been, to a certain extent, put in practice in several 
departments of existing industry ; by arrangements giving to every one 
who contributes to the work, whether by labour or by pecuniary resources, 
a partnei’s interest in it, proportionally to the value of his contiibution. 
It 1s already a common practice to remunerate those in whom peculiar 
trust 1s reposed by means of a percentage on the profits ; and cases exist 
in which the principle is, with the most excellent success, cariied down to 
the class of mere manual labourers. 

In the American ships trading to China, it has long been the custom for 
every sailor to have an interest in the profits of the voyage ; and to this 
has been ascribed the general good conduct of those seamen, and the 
extreme’ rarity of any collision between them and the government o1 
people of the country. An instance in England itself, not so well known 
as it deserves to be, is that of the Cornjsh migers. ‘In Cornwall the 
mines are worked strictly on the system of joint adventure; gangs of 
miners contracting with the agent, who represents the ewner of the mine, 
to execute a certain portion of a vein, and fit the oie for market, at the 
price of so much in the pound of the sum for which the ore is sold. 
These contiacts are put up at certain regular periods, generally every two 
months, and taken by a voluntary partnership of men accustomed to the 
mine. This system has its disadvantages, in consequence of the uncer- 
tainty and inegularity of the earnings, and consequent necessity of hving 
for long peiods on credit; but it has advantages which more than 
counterbalance these diawbacks. It produces a degree of intelligence, 
independence, and moral elevation, which raise the condition and 
character of the Cornish miner far above that of the generality of the 
labouring class. We are told by Dr. Barham, that “they are not only, 
as a class, intelligent for labourers, but men of considerable knowledve ’ 
Also, that “they have a character of independence, something American, 
the system by which the contacts are let giving the takers entire freedom 
to make arrangements among themselves ; so that each man fecls, as a 
partner in his little firm, that he meets his employers on nearly equal 
terms.” ... With this basis of intelligence and independence in their 
character, we are not surprised when we hear that “a‘very great number 
of miners are now located on possessions of their own, leased for three 
lives or ninety-nine years, on which they have built houses ;” or that 
“ 281,541/, are deposited in savings banks in Cornwall, of which two-thirds 
are estimated to belong to miners,” * 

Mr. Babbage, who also gives an account of this system, observes that 


* This passage if from the Prize Essay on the Causes and Remedies of National 
Distress, by Mr. Samuel Laing. The extracts which it includes are from the 
Appendix to the Report of the Children’s Employment Commussion. 

¢ Economy of Machirery and Manufactures, 3xd edition, ch, 26, 
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the payment to the crews of whaling ships is governed by a similar pnn- 
re ; and that ‘the profits arising from fishing with nets on the south coast 
of England are thus divided : one-half the produce belongs to the owner 
of the boat and net ; the other half is divided in equal portions between 
the persons using it, who are also bound to assist in repatiing the net when 
required” Mr. Babbage has the great merit of having pointed out the 
practicability, and the advantage, of eStending the’principle to manufac- 
turing industry generally. I venture to quote the principal part of his 
observations on the subject. 

‘The general principles on which the proposed system is founded, are 
—ist. That a considerable part of the wages received by each person 
employed should depend on the profits made by the establishment ; and 
2nd. That every person connected with it should derive more advantage 
from applying any improvement he might discover, to the factory in 
which he 1s employed, than he could by any other course. 

“It would be difficult to prevail on the large capitalist to enter upon any 
system, which would change the division of the profits arising from the 
employment of his capital in setting skill and labour in action; any 
alteration, therefore, must be expected rather from the small capitalist, or 
from the higher class of workmen, who combine the two characters ; and 
to these latter classes, whose welfare will be first affected, the change is 
most important. 1 shall therefore first point out the course to be pursued 
in making the experiment ; and then, taking a particular branch of trade 
as an illustration, I shal’ examme the merits and defects of the proposed 
system as applied to it. 

‘Let us suppose, in some large manufacturing town, ten or twelve of 
the most intelligent and skilful workmen to unite, whose characters for 
sobriety and steadiness are good, and are well known among their class. 
Such persons will each possess some small portion of capital ; and let 
them join with one or two others who have raised themselves into the class 
of small master-manufacturers, and therefore possess rather a larger 
portion of capital. Let these persons, after well consideiing the subycct, 
agree to establish a manufactory of fire-irons and fenders ; and let us 
suppose that each of the ten workmen can command forty pounds, 
and each of the small capitalists possesses two hundred pounds: thus 
they have ,a capital of 800/, with which to commence business, and for 
the sake of simplifying, let us further suppose the labour of cach of these 
twelve persons to be worth two pounds a week. Once portion of their 
capital will be expended in procuring the tools necessary for their trade, 
which we shall take at 4oo/., and this must be considered as their fixed 
capital. The remaining 400/. must be employed as circulating capital, in 
purchasing the iron with which their articles are made, in paying the rent 
of their workshops, and in supporting themselves and their families until 
some portion of it is replaced by the sale of the goods produced. 

‘Now the first question to be settled is, what proportion of the profit 
should be allowed for use of capital, and what for skill and labour? It 
does not scem possible to decide this question by any abstract reasoning : 
if the capital supplicd by each partner is equal, all difficulty will be 
removed ; if otherwise, the proportion must be left to find its level, and 
will be discovered by experience; and it is probable that it will not 
fluctuate much. Suppose it to be agreed that the capital of 800/. shall 
receive the wages of one workman. At the end off each week, every 
workman is to receive one pound as wages, and one pound is to be 
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divided amongst the owners of the capital. After a few weeks the returns 
will begin to come in; and they will soon become nearly uniform. 
Accurate accounts should be kept of every expense and of all the sales: 
and at the end of each week the profit should be divided. A certain 
portion should be laid aside as a reserved fund, another portion for repair 
of the tools, and the remainder being dividtd into thirteen parts, one of 
these parts would be divided amorfgst the capitalists and one belong to 
each workman. Thus each man would, in ordinary circumstances, make 
up his usual wages of two pounds weekly. If the factory went on pros- 
perously, the wages cf the men would increase ; if the sales fell off, they 
would be diminished. It 1s important that every person employed in the 
establishment, whatever might be the amount paid for his_ services, 
whether he act as labourer or porter, or as the clerk who keeps the 
accounts, or as book-keeper employed for a few hours once a week to 
superintend them, should receive one-half of what his service is worth in 
fixed salary, the other part varying with the success of the undertaking. 

‘The result of such arrangements 1n a factory would be, 

‘y, That every person engaged in it would have a direct interest in its 
prosperity ; since «the effect of any success, or falling off, would almost 
immediately produce a corresponding change in his own weekly receipts. 

‘2, Every person concerned in the factory would have an immediate 
interest In preventing any waste or mismanagement in all the depart- 
ments. 

‘3. The talents of all connected with it Would fe strongly directed to 
improvement in every department. ; 

‘4. None but workmen of high character and qualifications could 

obtain admission into such establishments, because when any additional 
hands were required, it would be the common interest of all to admit only 
the most respectable and skilful, and it would be far less easy to impose 
upon a dozen workmen than upon the single proprietor of a factory. 
" 5. When any circumstance produced a glut in the market, more skill 
would be directed te diminishing the cost of production ; and a portion 
of the time of the men might then be occupied in repairing and improving 
their tools, for which a reserved fund would pay, thus checking present, 
and at the same time facilitating future, production. 

‘6. Another advantage, of no small importance, would be the total 
removal of all real or imaginary causes for combinations. The workmen 
and the capitalists would so shade into each other—would so evidently 
have a common interest, and their difficulties and distresses would be 
mutually so well understood, that instead of combining to oppress one 
another, the only combination which could exist would be a most power- 
ful union between both parties to overcome their common difficulties. 

‘One of the difficulties attending such a system 8, that capitalists 
would at first fear to embark in it, imagining that the workmen would 
receive too large a share of the profits: and it is quite true that the 
workmen would have a larger share than at present: but at the same 
time, it is presumed the effect of the whole system would be, that the 
total profits of the establishment being much increased, the smaller pro- 
portion allowed tp capital under this system wouki yet be greater in 
actual amount, than that which results to it from the larger share in the 
system now eaten f 

‘A difficulty would occur also in discharging workmen who behaved ill, 
pr who were not competent to their work; this would arise from their 
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having a certain interest in the reserved fund, and perhaps from theif 
possessing a certain portion of the capital employed ; but without enter- 
ing into detail, it may be observed, that such cases might be determined 
on by meetings of the whole establishment ; and that if the policy of the 
laws favoured such establishments, it would scarcely be more difficult to 
enforce just regulations than it now is to enforce some which are unjust, 
by theans of combinations either amongst the masfers or the men. 

In this imaginary case, it 1s supposed that cach labourer brings some 
small portion of capital into the concern: but the principle is equally 
applicable to the ordinary case, in which the whole capital belongs to an 
individual capitalist. An application of it to such a case is actually in 
progress, by a Paris tradesman, a house-painter, M. Leclaire.* The in- 
telligent author of this meritonous experiment, published a pamphlet in 
the year 1842, descriptive of his system of operations ; to which attention 
was first directed by M. Duveyrier, in his Lettres Politiques, and a full 
abstract of which has been published in Chambers’ Journal.t M. Leclaire 
employs on an average two hundied workmen, whom he pays in the usual 
manner, by fixed wayes or salaries. He assigns to himself, besides 
interest for his capital, a fixed allowance for his labour and responsibility 
as manager. At the end of the year, the surplus profits are divided 
among the body, himself included, in the proportion of their salaries. 
The 1easons by which M, Leclaire was led to adopt this system are 
interesting and instructjve. Finding the conduct of his workmen unsatis- 
factory, he first tried the effect of giving higher wages, and by this he 
managed to obtain a body of excellent workmen, who would not quit his 
service for any other. ‘Having thus succeeded’ (I quote from the 
abstract in Chambers’ Journal) ‘1n producing some sort of stability in the 
arrangements of his establishment, M. Leclaire expected, he says, to enjoy 
greater peace of mind. In this, however, he was disappointed. So long 
as he was able to superintend everything himself, from the general 
concerns of his business down to its mimutest details, he did enjoy a 
certain satisfaction ; but from the moment that, owing to the increase of 
his business, he found that he could be nothing more than the centre from 
which orders were issued, and to which reports were brought in, his 
former anxiety and discomfort returned upon him.’ He speaks lightly of 
the other sources of anxiety to which a tradesman is sulyect, but describes 
as an incessant cause of vexation the losses arising from the misconduct 
of workmen. An employer ‘will find workmen whose indifference to his 
interests is such that they do not perform two-thirds of the amount of 
work which they are capable of; hence the continual fretting of masters, 
who, seeing their interests neglected, belheve themselves entitled to 
suppose that workmen are constantly conspiring to ruin those from whom 
they derive their ‘ivelihood. If the journeyman were sure of constant 
employment, his position would in some respects be more enviable than 


* Wis establishment 1s (or was) 11, Rue Saint Georges, 

t For September 27, 1845. 

+ It appears, however, that the workmen whom M, Leclaire admits to this 
participation of profits are as yet only a portion (rather less than half) of the whole 
number whom he employs. This 1s explained by another part of his system. M. 
Leclaire pays the full market rate of wages to all his workmen. ‘The share of profit 
assigned to them is, therefore, a clear addition to the ordinary gains of their class, 
which he very laudably uses as an instrument of improvement, by making it the 
reward of desert, or the recompense for peculiar trust, ; 
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that of the master, because he Js assured of a certain amount of days’ 
wages, which he will get whether he works much or little. He runs no 
risk, and has no other motive to stimulate him to do his best than his 
own sense of duty. The master, on the other hand, depends greatly on 
chance for his returns: his position is one of contmual irritation and 
anxiety. This would no longer be the case to the same extent, if the 
interests of the mastef and those 8f the workmen were bound up witheach 
other, connected by some bond of mutual security, such as that which 
would be obtained by the plan of a yearly division of profits.’ 

Even in the first year during which M. Leclaire’s experiment was in 
complete operation, the success was remarkable. Not one of his journey- 
men who worked as many as three hundred days, earned in that year less 
than 1,500 francs, and some considerably more. His highest rate of daily 
wages being four francs, or 1,200 francs for 300 days, the remaining 
300 francs or 12/, must have been the smallest amount which any journey- 
man, who worked that number of days, obtained as his proportion of the 
surplus profit. M. Leclaire describes in strong terms the improvemcnt 
which was already manifest in the habits and demeanour of his workmen, 
not merely when at work, and in their relations with their employer, but 
at other times and in other relations, showing increased respect both for 
others and for themselves. The system 1s still in operation ; and we 
learn from M. Chevalier that the increased zeal of the workpeople con- 
tinues to be a full compensation to M. Leclaire, even in a pecuniary sense, 
for the share of profit which he foregoes if their favour.* 

Under this system, as well as under that recommended by Mr. Babbage, 
the labouters are, in reality, taken into partnership with their employer. 
Bringing nothing into the common concern but their labour, while he 
brings not only his labour of direction and syperintendence but his capital 
also, they have justly a smaller share of the profits; this, however, 1s a 
matter of private arrangement 1n all partnerships : one partner hasa large, 
another a small share, according to their agreement, grounded on the 
equivalent which 1s given by each. The essence, however, of a partner- 
ship 1s obtained, since each benefits by all things that are beneficial to the 
concern, and loses by all which are injurious. It 1s, in the fullest sense, 
the common concern of all. 

§ 6. To this principle, in whatever form embodied, it seems to me that 
futurity has to look for obtaining the benefits of co-operation, without 
constituting the numerical majority of the co-operators an infenor caste. 
The objections that apply to a ‘co-operative society,’ in the Communist 
or Owenite sense, in which, by force of giving to every member of the 
body a share in the common interest, no one has a greater share in It 
than another, are not applicable to what is now suggested. It is ex- 
pedient that those, whose performance of the part agsigned to them is 
the most essential to the common end, should have a greater amount of 
personal interest in the issue of the enterprise. If those who supply the 
funds, and incur the whole risk of the undertaking, obtained no greater 
reward or more influential voice than the rest, few would practise the 
abstinence through which those funds are acquired and kept in existence. 

e 


* ‘Je tiens de M. Leclaire que chez lui l’avantage du ztle extréme dont sont 

animés les ouvriers, depuis qu'il a adopté le systéme de Ja participation, fait plus 

ue compenser le sacrifice representé par la somme des parts qu’on leur alloue.’— 
ttres sur ]’Organisation du Trayail,—par Michel Chevalier (1848), lettre xiv. 
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Up to a certain point, however, the principle of giving to every person 
concerned an interest in the profits is an actual benefit to the capitalist, 
not only (as M. Leclaire has testified) in point of ease and comfort, but 
even in pecuniary advantage. And after the point of greatest benefit to 
the employers has been attained, the participation of the labourers may 
be carried somewhat further without any material abatement from that 
maximum of benefit. At what point, in each employment of capital, this 
ultimatum is to be found, will one day be known and understood from 
experience ; and up to that point it is not unreasonable to expect that the 
partnership principle will be, at no very distant time, extended. 

The value of this ‘organization of industry,’ for healing the widening 
and embittering feud between the class of labomers and the class of 
capitalists, must, I think, impress itself by degrees on all who habitually 
reflect on the condition and tendencies of modern society. I cannot 
conceive how any such person can persuade himself that the majority of 
the community will for ever, or even for much longer, consent to hew 
wood and draw water all their lives in the service and for the benefit of 
others ; or can doubt, that they will be less and less willing to co-operate 
as subordinate agents in any work, when they have no interest in the 
result, and that it will be more and more difficult to obtain the best work- 
people, or the best services of any work-people, except on conditions 
similar in principle to those of M. Leclaire. Although, therefore, 
arrangements of this sort are now in their infancy, their multiplication 
and growth, when once they enter into the general domain of popular 
ee are arnaong the things which may most confidently be ex- 
pected. 
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CHAPTER I. 
OF THE FUNCTIONS OF GOVERNMENT IN GENERAL. 


_ § 3. ONE of the most disputed questions both in political science and 
in practical statesmanship at this particular period, relates to the proper 
limits of the functions and agency of governments. At other times it has 
been a subject of controversy how governments should be constituted, 
and according to what principles and rules they should exercise their 
authority ; but it is now almost equally a question, to what departments 
of human affairs that authority should extend. And when the tide sets 
So strongly towards changes in government and legislation, as a means 
of improving the condition of mankind, this discussion is more likely to 
mcrease than to diminish in interest. On the one hand, impatient 
reformers, thinking it easier and shorter to get possession of the govern- 
ment than of the intellects and dispositions of the public, are under a 
constant temptation to stretch the province of government beyond due 
bounds : while, on the other, mankind have been so much accustomed 
by their rulers to interference for purposes other than the public good, or 
under an erroneous conception of what that good requires, and so many, 
rash propositions are made by sincere lovers of improvement, for attempt. 
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ing, by compulsory regulation, the attainment of objects which can only 
be effectually or only usefully @ompassed by opinion and discussion, that 
there has grown up a spirit of resistance z# dzmine to the interference of 
government, merely as, such, and a disposition to restrict its sphere of 
action within the narrowest bounds. From differences in the historical 
development of different nations, not negessary to be here dwelt upon, 
the former excess, that of exaggerating the piovince of government, 
prevails most, both in theory ea in practice, among the Continental 
nations, while in England the contrary spirit is decidedly predominant. 

The general principles of the question, in so far as it 1s a question of 
principle, I shall make an attempt to determine in a later chapter of this 
Book: after first considering the effects produced by the conduct of 
government in the exercise of the functions universally acknowledged to 
belong to it. For this purpose, there must be a specification of the 
functions which are either inseparable from the idea of a government, or 
are exercised habitually and without objection by all governments ; as 
distinguished from those respecting which it has been considered 
questionable whether governments should exercise them or not. The 
former may be termed the zecessary, the latter the offfonal, functions of 
government. By the term optional it is not meant to imply that it can 
ever be a matter of indifference or of arbitrary choice, whether the 
government should or should not take upon itself the functions in 
question ; but only that the expediency of its exercising them does not 
amount to necessity, and 1s a subject on which diversity of opinion does 
or may exist. 

§ 2. In attempting to enumerate the necessary functions of govern- 
ment, we find them to be considerably more multifarious than most 
people are at first aware of, and not capable of being circumscribed by 
those very definite lines of demarcation, which, in the inconsiderateness 
of popular discussion, it 1s often attempted to draw round them. We 
sometimes, for example, hear it said that governments ought to confine 
themselves to affording protection against force and fraud: that, these 
two things apart, people should be free agents, able to take care of them- 
selves, and that so long as a person practises no violence’ or deception, 
to the injury of others in person or property, he has a claim to do as he 
likes, without being molested or restricted by judges and legislators. 
But why should people be protected by their government, that is, by their 
own collective strength, against violence and fraud, and not against 
other evils, except that the expediency 1s more obvious? If nothing, but 
what people cannot possibly do for themselves, can be fit to be done for 
them by government, people might be required to protect themselves by 
their skill and courage, even against force, or to beg or buy protection 
against it, as they actually do where the government is not capable of 
protecting them : and against fraud everyone has the protection of his 
‘own wits. But without further anticipating the discussion of principles, 
‘it is sufficient on the present occasion to consider facts. 

Under which of these heads, the repression of force or of fraud, are we 
to place the operation, for example, of the laws of inheritance? Some 
such laws must exist in all societies. It may be said, perhaps, that in this 
matter government has merely to give effect to the disposition which an 
individual makes of his own property by will. This, however, is at least 
extremely disputable ; there is probably no country by whose laws the 
power of testamentary disposition is perfectly absolute. And suppose the 
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very common case of there being no will: does not the law, that ts, the 
government, decide on principles of genesal expediency, who shall take 
the succession ? and in case the successor is in any manner incompetent, 
does it not appoint persons, frequently officers of its own, to collect the 
property and apply it to his benefit? There are many other cases in 
which the government undertakgs the administration of property, because 
the public interest, or perhaps only that of the. particular persons 
concerned, is thought to require it. This is often done in cases of liti- 
gated property, and in cases of judicially declared insolvency. It has 
never been contended that in doing these things a government exceeds its 
province. 

Nor 1s the function of the law in defining property itself, so simple a 
thing as may be supposed. Jt may be imagined, perhaps, that the law 
has only to declare and protect the right of everyone to what he has 
himself produced, or acquired by the voluntary consent, fairly obtained, 
of those who produced it. But is there nothing recognised as property 
except what has been produced? Is there not the earth itself, its forests 
and waters, and all other natural nches, above and below the surface ? 
These are the inheritance of the human race, and there must be regu- 
lations for the common enjoyment of it. What rights, and under what 
conditions, a person shall be allowed to exercise over any portion of this 
common inheritance, cannot be left undecided. No function of govern- 
ment is less optional than the regulation of these things, or more com- 
pletcly involved in the idea of civilized society. 

Again, the legitimacy is conceded of repressing violence or-treachery ; 
but under which of .hese heads are we to place the obligation imposed on 
people to perform their contracts? Non-performance does not neces- 
sarily imply fraud ; the person who entered into the contract may have 
sincerely intended to fulfil it ; his mind, or his circumstances, may have 
altered ; or not even that, since the omission to perform may be a mere 
case of neglect. Is it no part of the duty of governments to enforce 
contracts? Here the doctrine of non-interference would no doubt be 
stretched a little, and it would be said, that enforcing contracts 1s not 
regulating the affairs of individuals at the pleasure of government, but 
giving effect to their own expressed desire. Let us acquiesce in this 
enlargement of the restrictive theory, and take it for what it 1s worth. 
But governments do not limit their concern with contracts to a simple 
enforcement. They take upon themselves to determine what contracts 
are fit to be enforced. It is not enough that one person, not being either 
cheated or compelled, makes a promise to another. There are promises 
by which it is not for the public good that persons should have the power 
of binding themselves. To say nothing of engagements to do something 
contrary to law, there are engagements which the law refuses to enforce, 
for reasons connected with the interest of the promisor, or with the 
general policy of the state. A contract by which a person sells himself to 
another as a slave, would be declared void by the tribunals of this and of 
most other European countries. There are few nations whose laws would 
enforce a contract for what was looked upon as prostitution, or any 
matrimonial engagement of which the conditions varicd in any respect 
from those which the law had thought fit to prescribe. But when once it 
is admitted that there are any engagements which for reasons of expe- 
diency the law ought not to enforce, the same question is necessarily 
opened with respect to all engagements. Whether, for example, the law 
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should enforce a contract to labour, when the wages are too low, or the 
hours of work too severe : whether it should enforce a contract by which 
a person binds himself to remain, for more than a very limited period, in 
the service of a given individual : whether a contract of marriage, entered 
into for life, should continue to be enforced against the deliberate will of 
the persons, or of either of the persons, who entered into it. Every 
question which can pqssibly arise gs to the policy of contracts, and of the 
relations which they establish among human beings, is a question for the 
legislator ; and one which he cannot escape from considering, and in some 
way or other deciding. 

Again, the prevention and suppression of force and fraud afford appro- 
priate emplcyment for soldiers, policemen, and criminal judges ; but there 
are also civil tribunals. The punishment of wrong is one business of an 
administration of justice, but 1s not the decision of disputes another? 
Innumerable disputes arise between persons, without 2a/a fides on either 
side, through misconception of their legal rights, or from not being agreed 
about the facts, on the proof of which those nghts are legally dependent. 
Is it not for the general interest that the state should appoint persons to 
clear up these uncertainties and terminate these disputes? It cannot be 
said to be a case of absolute necessity. People might appoint an 
arbitrator, and engage to submit to his decision, and they do so where 
there are no courts of justice, or where the courts are not trusted, or where 
their delays and expenses, or the irrationality of their rules of evidence, 
deter people from resorting to them. Still it 1s universally thought right 
that the state should establish civil tribunals ; and if their defects often 
drive people to have recourse to substitutes, even then the power held 
in reserve of carrying the case before a legally constituted court, gives to 
the substitutes their pincipal efficacy. 

Not only does the state undertake to décide disputes, it takes pre- 
cautions beforehand that disputes may not arise. The laws of most 
countries lay down rules for determining many things, not because it 1s 
of much consequence in what way they are determined, but in order that 
they may be determined somehow, and there may be no question on the 
subject. The law prescribes forms of words for many kinds of contract, 
in order that no dispute or misunderstanding may arise from their 
meaning ; 1t makes provision that 1f a dispute does arise, evidence shall 
be procurable for deciding it, by requiring that the document be attested 
by witnesses and executed with certain formalities. The law preserves 
authentic evidence of facts to which legal consequences are attached, by 
keeping a registry of such facts ; as of births, deaths, and marnages, of 
wills and contiacts, and of judicial proceedings. In doing these things, it 
has never been alleged that government oversteps the proper limits of its 
functions. , e 

Again, however wide a scope we may allow to the doctrine that in- 
dividuals are the proper guardians of their own interests, and that govern- 
ment owes nothing to them but to save them from being interfered with 
by other people, the doctrine can never be applicable to any persons but 
those who are capable of acting in their own behalf. The mdividual may 
be an infant, or a lunatic, or fallen into imbecility. The law surely 
must look after tho interest of such persons. It does not necessarily do 
this through officers of its own. It may devolve the trust upon some 
relative or connexion. But in doing sois its duty ended ? Can it make over 
the interests of one person to the control of another, and be excused from 

17 
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supervision, or from holding the person thus trusted responsible for the 
discharge of the trust ? 

There is a multitude of cases in wlfich governments, with general 
approbation, assume powers and execute functions for which no reason 
can be assigned except the simple one, that they conduce to general con- 
venience. We may take as an example, the power (which is a monopoly 
too) of coining money. This«s assumed for no more recondite purpose 
than that of saving to individuals the trouble, delay, and expense of 
weighing and assaying. No one, however, even of those most jealous of 
state interference, has objected to this as an improper exercise of the 
powers of government. Tuiescribing a sct of standard weights and 
measures is another instance. Paving, lighting, and cleansing the streets 
and thoroughfares, is another ; whether done by the general government, 
or, as is more usual, and generally more advisable, by a municipal 
authority. Making or improving harbours, building lighthouses, making 
surveys in order to have accurate maps and charts, raising dykes to keep 
the sea out, and embankments to keep rivers in, are cases 3n point. 

Examples might be indefinitely multiplied without intruding on any 
disputed ground. But enough has been said to show that the admitted 
functions of government embrace a much wider field than can easily be 
included within the ring-fence of any restricted definition, and that it is 
hardly possible to find any ground of justification common to them all, 
except the comprehensive one of general a eave le nor to limit the 
interference of government by any universal rule, save the simple and 
vague one that it should never be admitted but when the case of expe- 
diency is strong. , 

§ 3. Some observations, however, may be usefully bestowed on the 
nature of the considerations on which the question of government inter- 
ference is most likely to turn, and on the mode of estimating the com- 
parative magnitude of the expediencies involved. This will form the last 
of the three parts into which our discussion of the principles and effects of 
government interference may conveniently be divided. The following 
will be our division of the subject. 

We shall first consider the economical effects arising fiom the manner in 
which governments perform their necessary and acknowledged functions, 

We shall then pass to certain gSvernmental interferences of what I 
have termed the optional kind (¢.¢., overstepping the boundaries of the 
universally acknowledged functions) which have heretofore taken place, 
a in some cases still take place, under the influence of false general 
theories. 

It will lastly remain to inquire whether, independently of any false 
theory, and consistently with a correct view of the laws which regulate 
human affairs, there be any cases of the optional class in which govern- 
mental interference is really advisable, and what are those cases, 

The first of these divisions 1s of an extremely miscellaneous character : 
since the necessary functions of government, and those which are so 
manifestly expedient that they have never or very rarely been objected to, 
are, as already pointed out, too various to be brought under any very 
simple classification. Those, however, which are of principal importance, 
which alone it is tecessary here to consider, may be reduced to the 
following general heads. 

First, the means adopted by governments to raise the revenuc which 
is the condition of their existence. 
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Secondly, the nature of the laws which they prescribe on the two great 
subjects of Property and Contracts. 

Thirdly, the excellences or defects of the system of means by which 
they enforce generally the execution of their laws, namely, their judicature 
and police. 


We commence with the first head, that is, with the theory of Taxation. 


CHAPTER II. 
OF THE GENERAL PRINCIPLES OF TAXATION. 


§ x. The qualities desirable, economically speaking, in a system of 
taxation, have been embodied by Adam Smith in four maxims or prin- 
ciples, which having been generally concurred in by subscquent writers, 
may be said to have become classical, and this chapter cannot be better 
commenced than by quoting them.* 

‘1. The subjects of every state ought to contribute to the support of the 
government, as nearly as possible in proportion to their respective 
abilities : that is, in proportion to the revenue which they respectively 
enjoy under the protection of the state. In the obsérvation or neglect of 
this maxim consists what is called the equality or inequality of taxation. 

‘2. The tax which each individual is bownd to pay ought to be certain, 
and not arbitrary. The time of payment, the manner of payment, the 
quantity to be paid, ought all to be clear and plain to tlie contributor and 
to every other person. Where it 1s otherwise, every person subject to 
the tax is put more or less in the power of the tax-gathercr, who can 
either aggravate the tax upon any obnoxious’ contributor, or extoit by the 
terror of such aggravation some present or perquisite to himself. The 
uncertainty of taxation encourages the insolence and favours the corrup- 
tion of an order of men who aie naturally unpopular, even when they are 
neither insolent nor cou1upt. The certainty of what each individual ought 
to pay Is, in taxation, a matter of so great importance, that a very consider- 
able degiee of inequality, 1t appearspI believe, from the experience of all 
nations, is not near so gieat an evil, as a very small degice of uncer- 
tainty. 

‘3. Every tax ought to be levied at the time, or in the manner in which 
it is most likely to be convenient for the contributor to pay it. A tax 
upon the rent of land or of houses, payable at the same term at which 
such rents are usually paid, is levied at the time when it is most hkely to 
be convenient for the contuibutor to pay, or when he is most likely to have 
wherewithal to pay. Taxes upon such consumable goads as are articles 
of luxury, are all finally paid by the consumer, and generally in a manner 
that is very convenient to him. He pays them by little and little, as he 
has occasion to buy the goods. As he is at libeity, too, either to buy 
or not to buy, as he pleases, it must be his own fault 1f he ever suffers any 
considerable inconvenience from such taxes. 

‘4, Every tax ought to be so contrived as both to take out and to keep 
out of the pockets,of the people as little as possible over and above what 
it brings into the public treasury of the state. A tax may either take out 


* Wealth of Nations, book v. ch. ii. 
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or keep out of the pockets of the people a great deal more than it brings 
into the public treasury, in the four folloying ways. First, the levying of 
it may require a great number of officers, whose salaries may cat up the 
greater part of the produce of the tax, and whose perquisites may impose 
another additional tax upon the people.’ Secondly, it may divett a por- 
tion of the labour and capital of the community from a more to a less 
productive employment. ‘Thsdly, by the forfeitures and other penalties 
which those unfortunate individuals incur who attetnpt unsuccessfully to 
evade the tax, 1t may frequently ruin them, and thereby put an end to the 
benefit which the community might have derived from the employment of 
their capitals. An injudicious tax offers a great temptation to smuggling. 
Fourthly, by subjecting the people to the frequent visits and the odious 
examination of the tax-gatherers, 1t may expose them to much unnecessary 
trouble, vexation, and oppression: to which may be added, that the 
restrictive regulations to which trades and manufactures are often subjected 
to prevent evasion of a tax, are not only in themselves troublesome and 
expensive, but often oppose insuperable obstacles to making improvements 
in the process. 

The last three of these four maxims require little other explanation or 
illustration than is contained in the passage itself. Jiow far any given 
tax conforms to, or conflicts with them, 1s a matter to be considered in 
the discussion of particular taxes. But the first of the four points, 
equality of taxation, requires to be more fully examined, being a thing often 
imperfectly understood, and on which many false notions have become to 
a certain degree accredited, thfough the absence of any definite principles 
of judgment in the popular mind. 

$ 2. For what reason ought equality to be the rule in matters of taxa- 
tion? For the reason, that it ought to be so 1n all affairs of government. 
As a government ought to make no distinction of persons or classes in 
the strength of their claims on it, whatever sacrifices it requires from 
them should be made to bear as nearly as possible with the same pressure 
upon all, which, it must be observed, 1s the mode by which least sacrifice 
is occasioned on the whole. If any one bears Jess than his fair share of 
the burthen, some other person must suffer more than his share, and the 
alleviation to the one 1s not, pe gS so great a good to him, as 
the increased pressure upon the oth€r is an evil. Equality of taxation, 
therefore, as a maxim of politics, means equality of saciifice. It means, 
apportioning the contribution of each person towards the expenses of 
government, so that he shall feel neither more nor less inconvenience 
from his share of the payment than every other person experiences from 
his. This standard, like other standards of perfection, cannot be com- 

letely realized ; but the first object in every practical discussion should 
e, to know what perfection is. 
There are persbns, however, who 4re not content with the general 
 eialal ai of justice as a basis to ground a rule of finance upon, but must 

ave something, as they think, more specifically appropriate to the 
subject. What best pleases them is, to regard the taxes paid by each 
member of the community as an equivalent for value received, in the 
shape of service to himself; and they prefer to rest the justice of making 
each contribute in proportion to his means, upon the ground, that he who 
has twice as much property to be protected, receives, on an accurate 
calculation, twice as much protection, and ought, on the principles of 
bargain and sale, to pay twice as much for it. Since, however, the 
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assumption that government exists solely for the protection of property, 
is not one to be deliberately adhcied to ; some consistent adherents of the 
guid pro guo principle go on*to observe, that protection being required 
for person as well as property, and everybody’s person receiving the same 
amount of protection, a poll-tax of a fixed sum per head 1s a proper 
equivalent for this part of the bencfits of government, while the remaining 
i protection to property, should be paid for in proportion to property. 
here 1s in this adjustment a fqlse air of nice adaptation, very acceptable 
to some minds. But in the first place, it is not admissible that the 
protection of persons and that of property are the sole purposes of govein- 
ment. The ends of government aie as compiehensive as those cf the 
social union. ‘lhey consist of all the good, and all the immunity from 
evil, which the existence of government can be made either directly or 
indirectly to bestow. In the second place, the practice of setting definite 
values on things essentially indefinite, and making them a ground of 
practical conclusions, 1s peculiarly fertile in false views of social questions. 
It cannot be adinitted, that to be protected in the ownership of ten times 
as much property, 1s to be ten times as much protected. Whether the 
labour and expense of the protection, or the feelings of the protected 
person, or any other definite thing be made the standard, there is no such 
proportion as the one supposed, nor any other definable proportion. If 
we wanted to estimate the degrees of benefit which different persons 
detive from the protection of government, we should have to consider 
who would suffer most if that protection were withdrawn: to which 
question if any answer could be made, xt must’be, that those would suffer 
most who weie weakest in mind or body, either by nature or by position. 
Indeed, such persons would almost infallibly be slavés. If there were any 
justice, therefore, in the theory of justice now under consideration, those 
who are least capable of helping or defending themselves, being those to 
whom the protection of government is the most indispensable, ought to 
pay the greatest share of its price: the 1everse of the true idea of 
distiibutive justice, which consists not in imitating but in redressing the 
inequalities and wrongs of nature. ; 

Government must be regaided as so pre-eminently a concern of all, 
that to determine who 1s most interested in it is of no real importance. 
If a person or class of persons receive so small a share of the benefit as 
makes it necessary to raise the question, there 1s somcthing else than 
taxation which 1s amiss, and the thing to be done is to remedy the defect, 
not to recognise it and make it a ground fur demanding less taxes. As, 
in a case of voluntary subscription for a purpose in which all are interested, 
all are thought to have done their pait fairly when each has contributed 
according to his means, that is, has made an equal sacrifice for the 
common object ; in like manner should this be the principle of com- 
pulsory contributions, and it 19 superfluous to look for a more ingenious 
or recondite ground to rest the principle upon. 

§ 3. Setting out, then, from the maxim that equal sacrifices ought to 
be demanded from all, we have next to inquue whether this 1s in fact 
done, by making each contribute the same peicentage on his pecuniary 
means. Many persons maintain the negative, saying that a tenth part 
taken from a small income is a heavier burthen, than the same fraction 
deducted front one much larger: and on this 1s grounded the very 
popular scheme of what is called a graduated property tax, viz. an income 
tay in which the percentage rises with the amount of the income, 
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On the best consideration I am able to give to this question, it appears 
to me that the portion of truth which fhe doctrine contains, arises 
principally from the difference betwecn a tax which can be saved fiom 
luxuries, and one which trenches, in ever su small a degree, upon the 
necessaries of life. To take a thousand a year from the possessor of ten 
thousand, would not deprive him of anything really conducive either to 
the support or to the comfort of existence ; and if such would be the 
effect of taking five pounds from one whbse income fs fifty, the sacitfice 
required from the last is not only greater than, but entirely incom- 
mensurable with, that imposed upon the first. The mode of adjusting 
these inequalities of pressure which seems to be the most equitable, 1s 
that recommended by Bentham, of leaving a certain minimum of income, 
sufficient to provide the necessaries of hfe, untaacd. Suppose 5o/. a year 
to be an income ordinarily sufficient to provide a moderately numerous 
labouring family with the requisites of life and health, and with protection 
against habitual bodily suffering, but not with any indulgences. This then 
should be made the minimum, and incomes eaceeding it should pay taxes 
not upon their whole amount, but upon the surplus. If the tax be ten per 
cent., an income of 60/. should be considered as a net income of 10/7, and 
charged with 1/7, a vear, while an income of rooo/. should be charged as 
one of 950/. Each would then pay a fixed proportion, not of his whole 
means, but of his superfluities. An income not exceeding 50/ should not 
be taxed at all, either directly or by taxes on necessaies: for as by 
supposition this 1s the smallest income which a labouring family ought to 
have, the government ougnt not“to be a party to making it smaller. 
This arrangement however would constitute a reason, in addition to 
others which might be stated, for maintaining induect taxes on articles 
of luxury consumed by the poor. The immunity extended to the income 
required for necessarics, should depend on its being actually expended 
for that purpose ; and the poor who, not having more than enough for 
necessaries, divert any part of it to indulgences, should like other people 
contribute their quota out of those indulgences to the expenses of the 
state. 

The exemption in favour of the smaller incomes should not, I think, be 
stretched further than to the amount of income necdful for hfe, health, 
and immunity from bodily pain. An income of 1oo/. 4 year would, as it 
seems to me, obtain all the rehef it 1s entitled to, compared with one of 
1000/., by being taxed only on 50/. of its amount. It may be said, indced, 
that to take 100/. from 1000/. (even giving back five pounds) 1s a heavier 
impost than 1ooo/. taken from 10,000/, (giving back the same five pounds), 
But this doctrine seems to me too disputable altogether, and even if true 
at all, not true to a sufficient extent, to be made the foundation of any rule 
of taxation. To tax all zcomes in an equal ratio, would be unjust to 
those, the greater part 0f whose income is réquired for necessaries ; but I 
can see no fairer standard of real equality than to take from all persons, 
whatever may be their amount of fortune, the same arithmetical pro- 
portion of their superfluities. 

Some indeed contend that this rule of taxation bears harder upon the 
moderate than upon the large incomes, because the same proportional 
payment has more tendency in the former case than in the latter, to 
reduce the payer to a lower grade of social rank. The fact appears tc 
me more than questionable. But even admitting it, I object to its being 
considered incumbent on government to shape its course by such con- 
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siderations, or to recognise the notion that social importance is or can be 
determined by amount of expenditure. Government ought to set an 
example of rating all things at their true value, and 1iches, therefore, at 
the worth, for comfort or pleasure, of the things which they will buy : and 
ought not to sanction the vulgarity of prizing them for the pitiful vanity 
of being known to possess them, or the still more paltry shame of being 
suspected to be without them, the presiting motives of three-fouiths of 
the expenditure of the middle “classes. The sacrifices of real comfort or 
indulgence which government requires, it 1s bound to apportion among all 

ersons with as much equality as possible; but their sacrifices of the 
imaginary dignity dependent on expense, it may spare itself the trouble 
of estimating. 

Both in England and on the Continent a graduated property-tax 
(Cimpéot progresstf) has been advocated, on the avowed ground that the 
state should use the instrument of taxation as a means of mitigating the 
inequalities of wealth. Iam as desirous as any one, that means should 
be taken to diminish those inequalities, but not so as to impair the motives 
on which society depends for keeping up (not to say increasing) the 
produce of its labour and capital To tax the larger incomes at a higher 
percentage than the smaller, 1s to lay a tax on industry and econemy ; to 
Impose a penalty on people for having worked harder and saved more 
than their neighbours. It is partial taxation, which 1s a mild form of 
robbery. A just and wise legislation would scrupulously abstain from 
opposing obstacles to the acquisition of even the largest fortune by honest 
exertion. Its impartiality between competitors would consist in en- 
deavouring that they should all start fair, and not that, whether they were 
swift or slow, all should reach the goal at once. Many, indeed, fail with 
greater efforts than those with which others succeed, not from difference 
of merits, but difference of opportunities > and it is the part of a good 
government to provide, that, as far as more paramount considerations 
permit, the inequality of opportunities shall be remedied. When all kinds 
of useful instruction shall be as accessible as they might be made, and 
when the cultivated intelligence of the poorer classes, aided so far as 
necessary by the guidance and co-operation of the state, shall obviate, as 
it might so well do, the major part of the disabilities attendant on poverty, 
the inequalities of fortune arising from people’s own earnings could not 
justly give umbrage. With respect to the large fortunes acquired by gift 
or inheritance, the power of bequeathing is as much a part of the right of 
property as the power of using: that is not in the fullest sense a person’s 
own, which he is not free to bestow on others. But this is one of those 
privileges of property which are fit subjects for regulation on grounds‘of 
general expediency ; and I have already suggested,* as the most eligible 
mode of restiaining the accumulation of large fortunes in the hands of 
those who have not earned them by exertion, a limitation of the amount 
which any one person should be permitted to acquire by gift, bequest, or 
inheiitance. Apart from this, and from the proposal of Bentham (also 
discussed in a former chapter) that collateral inheritance ad t#/festato 
should cease, and the property escheat to the state, I conceive that in- 
heritances and legacies, exceeding a certain amount, are highly proper 
subjects for taxation ; and that the revenue from them should be as great 
as it can be made without giving rise to evasions, by donation zater vives 


* Supra, book ii. ch. 2. 
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or concealment of property, such as it would be impossible adequately to 
check. The principle of graduation (as it 4s called,) that is, of levying a 
larger percentage on a larger sum, though its application to gencral 
taxation would be a violation of first principles, 1s quite unobyectionable as 
applied to legacy and inheritance duties. 

The objection to a graduated, property tax applies in an aggravated 
degree to the proposition of an exclusive, tax on what is called ‘realized 
property,’ that 1s, property not forming a ‘part of any capital engaged in 
business or (it should rather be said) in business on the owner’s account : 
as land, the public funds, moncy lent on mortgage, and shares (I presume) 
in joint stock companies. Except the proposal of applying a sponge to 
the national debt, no such palpable violation of common honesty has 
found sufficient support in this country during the present generation, to 
be regarded as within the domain of discussion. It has not the palliation 
ofa graduated property tax, that of laying the burthen on those best able 
to bear it ; for ‘realized property’ includes almost every provision made 
for those who are unable to work, and consists, in great part, of extremely 
small fractions. I can hardly conceive a more shameless pretension, than 
that the major part of the property of the country, that of merchants, 
manufacturers, farmers, and shopkeepers, should be exempted from its 
share of taxation; that these classes should only begin to pay their pro- 
portion after retiring from business, and if they never retire should be 
excused from it altogether. But even this does not give an adequate idea 
of the injustice of the proposition. The burthen thus exclusively thrown 
on the owners of the smaller portion of the wealth of the community, 
would not even be a burthen on that c/ass of persons in perpetual succes- 
sion, but would fall exclusively on those who happened to compose it 
when the tax was laid on. As land and those particular securities would 
yield a sinaller net income, relatively to the general interest of capital and 
to the profits of trade, the balance would rectify itself by a permanent 
depreciation of those kinds of property. Future buyers would acquire 
land and securities at a reduction of price, equivalent to the peculiar tax, 
which tax they would, therefore, escape from paying, while the original 
possessors would remain burthened with it even after parting with the 
property, since they would have sold their land or securities at a loss of 
value equivalent to the fec-simple of the tax. Its imposition would thus 
be tantamount to the confiscation for public uses of a percentage of their 
property, equal to the percentage laid on their income by the tax. That 
such a proposition should find any favour, is a striking instance of the 
want of conscience 1n matters of taxation, resulting from the absence of 
any fixed princrples in the public mind, and of any indication of a sense of 
,1stice on the subject in the general conduct of governments. Should the 
scheme ever cnlist @large party in its support, the fact would indicate a 
laxity of pecuniary integrity in national affairs, scarcely inferior to 
American repudiation. 

§ 4. Whether the profits of trade may not rightfully be taxed at a some- 
what lower rate than incomes derived from interest or rent, is part of the 
more comprehensive question, so often mooted on the occasion of the 
present income tax, whether life incomes should be subjected to the same 
rate of taxation as perpetual incomes: whether salaries, for example, or 
annuities, or the gains of professions, should pay the same percentage as 
the income from inheritable property. 


The 2xisting tax treats all kinds of incomes exactly alike, taking seven- 
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pence in the pound as well frgm the person whose income dies with him, 
as from the landowner, stockholder, or mortgagee, who can transmit his 
fortune undiminished to his descendants. Thus is a visible injustice : yet 
it does not arithmetically violate the rule that taxation ought to be in pro- 
portion to means, When it is said that a temporary income ought to be 
taxed less than a permanent one, the reply 1s irresistible, that it 1s taxed 
less ; for the incomé which last# only ten years pays the tax only ten years, 
while that which lasts for ever pays for ever. On this point some financial 
reformers are guilty of a great fallacy. They contend that incomes ought 
to be assessed to the income tax not 1n proportion to their annual amount, 
but to their capitalized value : that, for example, if the value of a perpetual 
annuity of 100/. 1s 3000/7, and a hfe annuity of the same amount being 
worth only half the number of years’ purchase could only be sold for 
1500/., the perpetual income should pay twice as much per cent. income 
tax as the terminable income ; if the one pays Io/. a year the other should 
pay only 57, But in this argument there is the obvious oversight, that it 
values the incomes by one standard and the payments by another ; it 
capitalizes the incomes, but forgets to capitalize the payments. An 
annuity worth 3000/. ought, it is alleged, to be taxed twice as highly as 
one which is only worth 1500/., and no assertion can be more unquestion- 
able ; but it 1s forgotten, that the income worth 3000/. pays to the supposed 
income tax r1o/, a year 1n perpetuity, which 1s equivalent, by supposition, 
to 300/7., while the terminable income pays the same Io/. only during the 
life of its owner, which on the same calciflation is a value of 150/. Already, 
therefore, the income which 1s only half as valuakle, pays only half as 
much to the tax ; and if in addition to this its annual quota were reduced 
fiom 10/. to 5/7, it would pay, not half, but a fourth part only of the pay- 
ment demanded from the perpetual income. 

All attempts to establish a claim in favour of terminable incomes on 
numerical grounds—to make out, in short, that a proportional tax is not 
a proportional tax—are manifestly absuid. The claim does not rest on 
grounds of arithmetic, but of human feelings and necessities. 

In spite of the nominal equality of income, A, an annuitant of 1ooo/. a 
year, cannot so well afford to pay 100/. out of it, as B, who derives the 
same annual sum from heritable property ; A having usually a demand on 
his income which B has not, namely, to provide by saving for children or 
others ; to which in the case of salaries or professional gains, must gene- 
rally be added a provision for his own later years ; while B may expend 
his whole income without injury to his old age, and still have it all to bestow 
on others after his death. If A, in order to meet these exigencies, must 
lay by 300/. of his income, to take 100/. from him as income tax is to take 
100/, from 7oo/., since it must be retrenched from that part only of his 
means which he can afford to $pend on his own cénsumption. Were he 
to throw it rateably on what he spends and on what he saves, abating 
70/. from his consumption and 3o/. from his annual saving, then indeed 
his immediate sacrifice would be proportionally the same as B’s: but then 
his children or his old age would be worse provided for in consequence of 
the tax, The capital sum which would be accumulated for them would 
be one-tenth lgss, and on the reduced income Afforded by this reduced 
capital, they would be a second time charged with income tax. 

The principle, therefore, of equality of taxation, interpreted in its only 
just sense, equality of sacrifice, requires that a person who has no means 
of providing for old age, or for those in whom he is interested, txcept by 
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saving from his income, should have the tax remitted on all that part of 
his income which is really and dond-fide apphed to that purpose. I say 
really applied, because (as before remarked in the case of an income not 
more than sufficient for subsistence) an exemption giounded on, an 
assumed necessity ought not to be claimable by any one who practically 
emancipates himself from the necessity. One expedient might be, that 
the Income-Tax Commiss 01ers should alle-w, as a dedtction from income, 
all doud-fide payments for insurance on life. This, however, would not 
provide for the case which most of all deserves consideration, that of 
persons whose lives are not insurable ; nor would it include the case of 
savings made as a provision for age. The latter case might, perhaps, be 
met by allowing as a deduction from income all payments made in the 
purchase of deferred annuities ; and the former by remitting income-tax 
on sums actually settled, and on sums paid into the hands of a public 
efficer, to be invested in securities, and repaid only to the executor or 
administrator : the tax so remitted, with interest from the date of deposit, 
being retained (for the prevention of fraud) as a first debt chargeable on 
the deposit itself, before other debts could be paid out of it ; but not 
demanded if satisfactory proof were given that all debts had been paid 
from other resources. I throw out these suggestions for the consideration 
of those whose experience renders them adequate judges of practical 
difficulties. It is highly probable that there may be better modes of 
attaining the object. If no plan be found practicable by which the 
exemption can be confined’ to the' portion of income actually saved, there 
still remains the rough expedient of two different rates of assessment. 
There would be great difficulty in taking into account differences of 
duration between one terminable income and another; and in the most 
frequent case, that of incomes dependent on Ife, differences of age and 
health would constitute such extreme diversity as it would be impossible 
to take proper cognizance of. It would probably be necessary to be con- 
tent with one uniform rate for all incomes of inheritance, and another 
uniform rate for all those which necessarily terminate with the life of the 
individual. In fixing the proportion between the two rates, there must 
inevitably be something arbitrary; perhaps a deduction of one-fourth in 
favour of hife-incomes would be as little objectionable as any which could 
be made, it being thus assumed that one-fourth of a life-income 1s, on the 
average of all ages and states of health, a suitable proportion to be laid 
hy as a provision for successors and for old age.* 


* Several writers on the sulyect, including Mr. Mull in his Elements of Political 
Economy, and Mr. M’Culloch in ns work on Taxation, have contended that as 
much should be deducted as would be sufficient to insure the possessor’s life for a 
sum which would give tu his successors for ever an income equal to what he re- 
serves for himself; since this is what the possessor of heritable property can do 
without saving at all: in other words, that temporary incomes should be converted 
into perpetual incomes of equal present value, and taxed as such. But this suicly 
is favouring them too much. Owners of life incomes are not bound to forego the 
enjoyment of them for the sake of leaving to a perpetual line of successors an in- 
dependent provision equal to their own temporary one; and no one ever dreams 
of doing so. Least of all fs it to be required or expected from thase whose incomes 
are the fruits of personal exertion, that they should leave to their posterity for ever, 
without any necessity for exertion, the same incomes which they allow to them- 
selves, All they are bound to do, even for their children, independently of any 
expectation they may themselves have raised, is to place them in circumstances 
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Of the net profits of pergons in business, one-half, perhaps, may be 
considered as interest on capital, and of a perpetual character, and the 
other half as remuneration for the skill and labour of superintendence ; 
depending therefuie on the life of the individual, and even on his con- 
tinuance in business. For profits, therfore, an intermediate rate might 
be adopted, one-half of the net income being taxed on the higher scale, 
and the other half on the lower. 

‘Lhese are the chief cases, of ordinary occurrence, in which any diffi- 
culty arises in interpreting the maxim of equality of taxation. The proper 
sense to be put upon it, as we have seen in the preceding example, is, 
that people should be taxed, not in proportion to what they have, but to 
what they can afford to spend. It is no objection to this principle that 
we cannot apply it consistently to all cases. A peison with a life income 
and precarious health, or who has many persons depending on his 
exertions, must, 1f he wishes to provide for them after his death, be more 
rigidly economical than one who has a life income of equal amount with a 
strong constitution and few claims upon him ; and since taxation cannot 
accommodate itself to these distinctions, it is argued that there is no use 
in attending to any distinctions, where the absolute amount of income is 
the same. But the impossibility of doing perfect justice, is no reason 
against doing as much as we can. Though it may be a hardship to an 
annuitant whose life 1s only worth five years’ purchase, to be allowed no 
greater abatement than 1s granted to ane whose life 1s worth twenty, it is 
better for him even so, than 1f neither of them were allowed any abate- 
ment at all. : 

§ 5. Before leaving the subject of Equality of Taxation, I must remark 
that there ate cases in which exceptions may be made to it, consistently 
with that equal justice which 1s the gréundwork of the rule. Suppose 
that there is a kind of income which constantly tends to increase, without 
any exertion or sacrifice on the part of the owners: those owners con- 
stituting a class in the community, whom the natural course of things 
progiessively enriches, consistently with complete passiveness on their 
own part. In such a case, it would be no violation of the principles on 
which private property 1s grounded, if the state should appropriate this 
increase of wealth, or part of it, as it arises, This would not properly be 
taking anything from anybody ; it would merely be applying an accession 
of wealth, created by ciicumstances, to the benefit of society, instead of 
oe it to become an unearned appendage to the riches of a particular 
class. 

Now this is actually the case with rent. The ordinary progress of a 
society which increases in wealth, 1s at all times tending to augment the 
incomes of landlords ; to give shem both a greatereamount and a greater 
proportion of the wealth of the community, independently of any trouble 
or outlay incurred by themselves. They grow richer, as it were in their 
sleep, without working, risking, or economizing. What claim have they, 





in which they will have favourable chances, of earning their own living. To give, 
however, either to children or to others, by bequest, beng a legitimate inclination, 
which these peraons cannot indulge without laying by a part of their income, while 
the owners of heritable property can, this real inequality in cases where the in. 
comes themselves are equal, should be considered, to a reasonable degree, in the 
adjustment of taxation, so as to require from both, as nearly as practicable, an 
equal sacrifice, . 
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on the general principles of social justice, to“this accession of riches? In 
what would they have been wronged if society had, from the beginning, 
reserved a right of taxing the spontancous increase of rent, to the highest 
amount required by financial exigencies? I admit that it would be 
unjust to come upon each individual estate, and lay hold of the increase 
which might be found to have taken place in its rental; because there 
would be no possibility of distinguishing 1n individual cases, between an 
increase owing solely to the general circumstances of society, and one 
which was the effect of skill and expenditure on the part of the proprietor. 
The only admissible mode of proceeding would be by a general measure. 
The first step should be a valuation of all the Jand in the country. The 

resent value of all land should be exempt from the tax; but after an 
interval had elapsed, during which society had increased in population 
and capital, a rough estimate might be made of the spontaneous increase 
which had accrued to rent since the valuation was made. Of this the 
average price of produce would be some criterion: if that had risen, it 
would be certain that rent had increased, and (as already shown,) even in 
a greater ratio than the rise of price On this and other data, an approsi- 
mate estimate might be made, how much value had been added to the 
land of the country by natural causes; and in laying on a general land- 
tax, which for fear of miscalculation should be cqnsiderably within the 
amount thus indicated, there would be an assurance of not touching any 
increase of income which smightebe the 1esult of capital expended or 
industry exerted by the proprietor. 

But although there‘could be no question as to the justice of taxing the 
increase of rent, if society had avowedly reserved the nght, has not 
society waived that nght by not exercising it? In England, for example, 
have not all who bought land fér the last century or more, given value 
not only for the existing income, but for the prospects of increase, under 
an implied assurance of being only taxed in the same proportion with 
other incomes? This objection, in so far as valid, has a different degree 
of validity in different countries ; depending on the degree of desuetude 
into which society has allowed a right to fall, which, as no one can doubt, 
it once fully possessed. In most countries of Europe, the night to take 
by taxation, as exigency might require, an indefinite portion of the rent 
of land, has never been allowed to slumber. In several parts of the 
Continent the land-tax forms a large proportion of the public revenues, 
and has always been confessedly hable to be raised or lowered without 
reference to other taxes. In these countries no one can pretend to have 
become the owner of the land on the faith of never being called upon to 
pay an increased land-tax. In England the land-tax has not vaned since 
the early part of theslast century ‘Theelast act of the legislature in 
relation to its amount, was to diminish it: and although the subsequent 
increase in the rental of the country has been immense, not only from 
agriculture, but from the growth of towns and the increase of buildings, 
the ascendancy of landholders 1n the legislature has prevented any tax 
from being imposed, as it so justly might, upon the very large portion of 
this increase which was unearned, and, as it were, accidental. For the 
expectations thus raised, it appears to me that an arfiply sufficient 
allowance is made, if the whole increase of income which has accrued 
during this long period from a mere natural law, without exertion or 
sacrifice, 3s held sacred from any peculiar taxation. From the present 
date, or any subsequent time at which the legislature may think fit to 
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assért the principle, I see ng objection to declaring that the future 
increment of rent should be liable to special taxation ; in doing which 
every shadow of injustice to the landlords wouid be obviated, if the 
resent market-price of their land were secured to them; since that 

includes the present value of all future expectations. With reference to 
such a tax, perhaps a safer criterion than either a rise of rents or a nse 
of the price of corn¢would be @ general rise in the price of land. It 
would be easy to keep the’tax within the amount which would reduce the 
market-value of land below the original valuation : and up to that point, 
whatever the amount of the tax might be, no injustice would be done to 
the proprietors. 

§ 6. But whatever may be thought of the legitimacy of making the state 
a sharer in all future increase of rent from natural causes, the existing 
land-tax (which in this country unfortunately 1s very small) ought not to 
be regarded as a tax, but as a rent-charge in favour of the public; a 
portion of the rent, reserved from time immemorial from the state, which 
has never belonged to or formed part of the income of the landlords, and 
should not therefore be counted to them as part of their taxation, so as to 
exempt them from their fair share of every other tax. As well might the 
tithe be regarded as a tax on the landlords : as well, in Bengal, where the 
state, originally entitled to the whole rent of the land, gave away one- 
tenth of it to individuals, retaining the other nine-tenths, might those nine- 
tenths be considered as an unequal and unjust tax on the grantees of the 
tenth. That a person owns part of the rent, dots not make the rest of it 
his just right, injuriously withheld from him. The landlords originally held 
their estates subject to feudal burthens, for which the*present land-tax is 
an exceedingly small equivalent, and for their rehef from which they 
should have been required to pay a much higher price. All who have 
bought land since the tax existed have bought it subject to the tax. 
There is not the smallest pretence for looking upon it as a payment 
exacted from the existing race of Jandlords. 

These observations are applicable to a Jand-tax, only in so far as it is 
a peculiar tax, and not when it 1s merely a mode of levying from the land- 
lords the equivalent of what is taken from other classes. In France, for 
example, there are peculiar taxes on other kinds of property and income 
(the sob:licr and the fafente), and supposing the land-tax to be not more 
than equivalent to these, there would be no ground for contending that the 
state had reserved to itsclf a rent-charge on the land. But wherever and 
in so far as income derived from land is prescriptively subject to a deduc- 
tion for public purposes, beyond the rate of taxation levied on other 
incomes, the surplus is not properly taxation, but a share of the property 
in the soil, reserved by the state. In this country there are no peculiar 
taxes on other classes, correspénding to, or intended to countervail, the 
land-tax. The whole of it, therefore, is not taxation but a rent-charge, and 
is as if the state had retained, not a portion of the rent, but a portion of 
the land. It is no more a burden on the landlord, than the share of one 
joint tenant is a burden on the other. The landlords are entitled to no 
compensation for it, nor have they any claim to its being allowed for, as 
part of their taxes. Its continuance on the existing footing 1s no infringe- 
ment of the prifciple of Equal Taxation.* 


* The same remarks obviously apply to those local taxes, of the peculiar pressure 
of which on landed property so much has been said of late by the remngnt of the 
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We shall hereafter consider, in treating of Indirect Taxation, how far, 
and with what modifications, the rule of equality is applicable to that 
department. 

§ 7. In addition to the preceding rules, another general rule of taxation 
is sometimes laid down, namely, that it should fall on income, and not on 
capital. That taxation should not encroach upon the amount of the 
national capital is indeed of the greatest importance; but this encroach- 
ment, when it occurs, is not so much aconsequence of any particular mode 
of taxation, as.of its excessive amount. Over-taxation, carried to a suffi- 
cient extent, is qunte capable of ruining the most industiious community, 
especially when it 1s in any degree arbitrary, so that the payer is never 
certain how much or how little he shall be allowed to keep ; or when it is 
so laid on as to render industry and economy a bad calculation. But if 
these errors be avoided, and the amount of taxation be not greater than 
it is at present even in the most heavily taxed countiy of Europe, there is 
no danger lest 1t should deprive the country of a portion of its capital. 

To provide that taxation shall fall entirely on income, and not at all on 
capital, 1s beyond the power of any system of fiscal arrangements. There 
is no tax which 1s not partly paid from what would otherwise have been 
saved ; no tax, the amount of which, if remitted, would be wholly em- 
ployed in increased expenditure, and no part whatever laid by as an 
addition to capital. All taxes, therefore, are in some sense partly paid 
out of capital ; and in a poor country it 1s impossible to impose any tax 
which will not impede the incizase of the national wealth. But in a 
country where capital abounds, and the spirit of accumulation is strong, 
this effect of taxation is scarcely felt. Capital having reached the stage 
in which, were it not for a perpetual succession of improvements in pro- 
duction, any further increase would soon be stopped—and having so 
strong a tendency even to outrun those improvements, that profits are 
only kept above the minimum by emigration of capital, or by a periodical 
sweep called a commercial crisis; to take from capital by taxation what 
emigration would remove, or a commercial crisis destroy, is only to do 
what either of those causes would have done, namely, to make a clear 
space for further saving. 

I cannot, therefore, attach any importance, in a wealthy country, to the 
objection made against taxes on legacies and inheritances, that they are 
taxes on capital. It is perfectly true that they are so. As Ricardo 
observes, 1f 100/. is taken from any one in a tax on houses or on wine, 
he will probably save it, or a part of it, by living in a cheaper house, con- 
suming less wine, or retrenching from some other of his expenses: but if 
the same sum be taken from him because he has received a legacy of 
1000/., he considers the legacy as only goo/., and feels no more induce- 
ment than at any otker time (probably feels rather less inducement) to 
economize in his expenditure. The tax, therefore, is wholly paid out of 
capital ; and there are countries in which this would be a serious objec- 
tion. But in the first place, the argument cannot apply to any country 
which has a national debt, and devotes any portion of revenue to paying 








Protectionists. As much of,these burdens as is of old standing, ought to be regarded 
as a prescriptive deduction or reservation, for public purposes, of a portion of the 
rent, And any recent additions have either been incurred for the benefit of the 
owners of Janded property, or occasioned by their fault: in neither case giving 
them any just ground of complaint. 


DIRECT ‘TAXES, 337 


it off ; since the produce of the tax, thus applied, still remains capital, and 
is merely transferred from the tax-payer to the fundholder. But the 
objection is never applicable in a country which increases rapidly in 
wealth. The amount which would be derived, even from a very high 
legacy duty, in each year, is but a small fraction of the annual increase of 
capital in such a country ; and its abstraetion would but make room for 
saving to an equivalént amounteé while the effect of not taking it, is to 
prevent that amount of saving, or cause the savings, when made, to be 
sent abroad for investment. A country which, like England, accumulates 
capital not only for itself but for half the world, may be said to defray the 
whole of its public expenses from its overflowings ; and its wealth 1s 
probably at this moment as great as if it had no taxes at all. What its 
taxes really do is, to subtract from its means, not of production but of 
enjoyment ; since whatever any one pays in taxes, he could, if it were not 
taken for that purpose, employ in indulging his ease, or in gratifying some 
want or taste which at present remains unsatisfied. 


CHAPTER IIL 
‘OF DIRECT TAXES. 


§ 1. TAXES are either direct or indirest. A direct tax is one which is 
demanded from the very persons who, it is intended or desired, should 
pay it. Indirect taxes are those which are demanded from one person in 
the expectation and intention that he shall indemmify himself at the 
expense of another: such as the excise or customs. The producer or 
importer of a coanmodity is called upon tO pay a tax on it, not with the 
intention to levy a peculiar contribution upon him, but to tax through him 
the consumers of the commodity, from whom it 1s supposed that he will 
recover the amount by means of an advance in price. 

Direct taxes are either on income, or on expenditure. Most taxes on 
expenditure are indirect, but some are direct, being imposed, not on the 

roducer or seller of an article, but immediately on the consumer. A 

ouse tax, for example, is a direct tax on expenditure, if levied, as it 
usually is, on the occupier of the house. If levied on the builder or 
owner, it would be an indirect tax. The window tax is a direct tax on 
expenditure ; so are the taxes on horses and carriages, and the rest of 
what are called the assessed taxes. 

The sources of income are rent, profits, and wages. This includes 
every source of income, except gift or plunder. Taxes may be laid on 
any one of the three kinds of dncome, or a uniform tax on all of them. 
We will consider these in their order. 

§ 2. A tax on rent falls wholly on the landlord. There are no means 
by which he can shift the burthen upon any one else. It does not affect 
the value or price of agricultural produce, for this 1s determined by the 
cost of production in the most unfavourable circumstances, and in those 
circumstances, as we have so often demonstrated, no rent 1s paid. A tax 
on rent theref$re has no effect, other than its obvious one. It merely 
takes so much from the landlord, and transfers it to the state. 

This, however, is, in strict exactness, only true of the rent which is the 
result either of natural causes, or of improvements made hy, tenants, 
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When the landlord makes improvements which increase the productive 
power of his land, he is remunerated for chem by an extra payment from 
the tenant : and this payment, which to the landlord is properly a profit 
on capital, is blended and confounded with rent ; which indeed it really 
is, to the tenant, and in respect of the economical laws which determine 
its amount. A tax on rent, if extending to this portion of it, would 
discourage landlords from making imprevements: hut it does not follow 
that 1t would raise the price of agricultural preduce. The same improve- 
ments might be made with the tenant’s capital, or even with the landlord’s 
if lent by him to the tenant ; provided he 1s willing to give the tenant so 
long a lease as will enable him to indemnify himself before it expires. 
But whatever hinders improvements from being made in the manner 
in which people prefer to make them, will often prevent them from being 
made at all: and on this account a tax on rent would be ineapedient, 
unless some means could be devised of excluding from its operation that 
portion of the nominal rent which may be regarded as landlord’s profit. 
This argument, however, 1s not needed for the condemnation of such a 
tax. A peculiar tax on the income of any class, not balanced by taxes on 
other classes, 1s a violation of justice, and amounts to a partial confiscation. 
I have already shown grounds for excepting from this censure a tax which, 
sparing existing rents, should content itself with appropriating a portion 
of any future increase arising from the mere action of natural causes. 
But even this could not be justly done, without offe:ing as an alternative 
the market price of the land. Jn the case of a tax on rent which is not 
peculiar, but accompanied by an equivalent tax on other incomes, the 
objection grounded on its reaching the profit arising from improvements, 
does not apply : since, profits being taxed as well as rent, the proht which 
assumes the form of rent merely pays its just share: 

& 3, A tax on profits, like a tax on rent, must, at least in its immediate 
operation, fall wholly on the payer. All profits being alike affected, no 
relief can be obtained by a change of employment. Ifa tax were laid on 
the profits of any one branch of productive employment, the tax would be 
virtually an increase of the cost of production, and the value and price of 
the article would rise accordingly : by which the tax would be thrown 
upon the consumers of the commodity, and would not affect profits. 
But a general and equal tax on all profits would not affect general 
prices, and would fall, at least in the first instance, on capitalists 
alone. 

There is, however, an ulterior effect, which, in a rich and prosperous 
country, requires to be taken into account. When the capital accumulated 
is SO great and the rate of annual accumulation so rapid, that the country 
is Only kept from attaining the stationary state by the emigration of 
capital, or by continual improvements ix production ; any circumstance 
which virtually lowers the rate of profit, cannot be without a decided 
influence on these phenomena, It may operate 1n different ways. The 
curtailment of profit, and the consequent increased difficulty of making a 
fortune or obtaining a subsistence by the employment of capital, may act 
as a stimulus to inventions, and to the use of them when made. If 
improvements in production are much accelerated, and if these improve- 
ments cheapen, directly or indirectly, any of the things“habitually con- 
sumed by the labourer, profits may rise, and rise sufficiently to make up 
for all that is taken from them by the tax. In that case the tax will have 
been realized without loss to any one, the produce of the country being 
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increased by an equal, or what would in that case be a far greater amount. 
he tax, however, must even in this case be considered as paid from 
rofits, because the receivers of profits are those who would be benefited 
if it were taken off. 

But although the artificial abstraction of a portion of profits would have 
a real tendency to accelerate improvemests in production, no considerable 
inprovements might actually result, or only of such a kind as not to raise 
general profits at all, 6r not to raise them so much as the tax had 
diminished them. If so, the rate of profit would be brought closer to that 
practical mimimum, to which it 1s constantly approaching: and this 
duninished return to capital would either give a decided check to further 
accumulation, or would cause a greater proportion than before of the 
annual increase to be sent abroad, or wasted in unprofitable speculations. 
At its first imposition the tax falls wholly on profits: but the amount of 
increase of capital, which the tax prevents, would, if it had been allowed 
to continue, have tended to reduce profits to the same level ; and at every 
period of ten or twenty years there will be found less difference between 
profits as they are, and profits as they would in that case have been : until 
at last there is no difference, and the tax is thrown either upon the 
labourer or upon the landlord. The real effect of a tax on profits is to 
make the country possess, at any given period, a smaller capital and a 
smaller aggregate production, and to make the stationary state be attained 
earlier, and with a smaller sum of national wealth. It is possible that a 
tax on profits might even diminish the existing’ capital of the country. If 
the rate of profit is already at the practical minimum, that is, at the point 
at which all that portion of the annual increment ‘which would tend to 
1educe profits is carried off either by exportation or by speculations ; then 
if a tax is imposed which reduces profits still lower, the same causes which 
previously carried off the increase eal probably carry off a portion of 
the existing capital. A tax on profits is thus, in a state of capital and ac- 
cumulation like that in England, extremely detrimental to the national 
wealth. And this effect 1s not confined to the case of a pecuhar, and 
therefore intrinsically unjust, tax on profits. The mere fact that profits 
have to bear their share of a heavy general taxation, tends, in the same 
manner as a peculiar tax, to drive capital abroad, to stimulate imprudent 
speculations by diminishing safe gains, to discourage further accumulation, 
and to accelerate the attainment of the stationary state. This is thought 
to have been the principal cause of the decline of Holland, or rather of 
her having ceased to make progress. 

Even in countries which do not accumulate so fast as to be always 
within a short interval of the stationary state, 1t seems impossible that, if 
capital is accumulating at all, its accumulation should not be in some 
degree retarded by the abstraction of a portion ofits profit ; and unless 
the effect in stimulating improvements be a full counterbalance, it is in- 
evitable that a part of the burthen will be thrown off the capitalist, upon 
the labourer or the landlord. One or other of these is always the loser by 
a diminished rate of accumulation. If population continues to increase as 
before, the labourer suffers: if not, cultivation is checked in its advance, 
and the landlords lose the accession of rent which would have accrued to 
them. The orfly countries in which a tax on profits seems likely to be per- 
manently a burthen on capitalists exclusively, are those in which capital 
is stationary, because there is no new accumulation. In such countries 
the tax might not prevent the old capital from being kept up, through 
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habit, or from unwillingness to submit tor impoverishment, and so the 
capitalist might continue to bear the whole of the tax. It 1s secn from 
these considerations that the effects of a tax on profits are much more 
complex, mote various, and in some points more unceitain than writers on 
the subject have commonly supposed. 

§ 4. We turn now to Taxes on“Wages. The incidence of these is very 
different, according as the wages taxed are those of ordinary unskilled 
labour, or are the remuneration of such skilled or privileged employments, 
whether manual or intellectual, as are taken out of the sphere of competi- 
tion by a natural or a conferred monopoly. 

I have already remarked, that in the present low state of popular 
education, all the higher grades of mental or educated labour are at a 
monopoly price ; exceeding the wages of common workmen in a degree 
very far beyond that which is due to the expense, trouble, and loss of 
time required sn qualifying for the employment. Any tax levied on these 
gains, which still leaves them above (or not below) their just proportion, 
falls on those who pay it ; they have no means of relieving themselves at 
the expense of any other class. The same thing is true of ordinary wages, 
in cases like that of the United States or of a new colony, where, capital 
increasing as rapidly as population can increase, wages are kept up by the 
increase of capital, and not by the adherence of the labourers to a fixed 
standaid of comforts. In such a case, some deterioration of their condi- 
tion, whether by a tax or otherwise, might possibly take place without 
checking the increase of population. The tax would in that case fall on 
the labourers themselves, and would reduce them prematurely to that 
lower state to which, on the same supposition with regard to their habits, 
they would in any case have been reduced ultimately, by the inevitable 
diminut'on in the rate of increase of capital, through the occupation of all 
the fertile land. 

Some will object that, even in this case, a tax on wages cannot be 
detrimental to the labourers, since the money raised by it, being expended 
in the country, comes back to the labourers again through the demand for 
labour. The fallacy, however, of this doctiine has been so completely 
exhibited in the First Book,* that I need do little more than refer to that 
exposition. It was there shown that funds expended unproductively have 
no tendency to raise or keep up wages, unless when expended in the 
direct purchase of labour. If the government took a tax of a shilling a 
week from every labourer. and Jaid it all out in hiring labourers for military 
service, public works, or the like, it would, no doubt, indemnify the 
labourers as a class for all that the tax took from them. That would 
really be ‘spending the money among the people.’ But if it expended the 
whole in buying goods, or in adding to, the salaries of employés who 
bought goods with it, this would not increase the demand for labour, or 
tend to raise wages. Without reverting to the proofs formerly given, we 
may rely on an obvious veductio ad absurdum. If to take money from the 
labourers and spend it in commodities is giving it back to the labourers, 
then, to take money from other classes, and spend it in the same manner, 
rust be giving it to the labourers ; consequently the more a government 
takes in taxes, the greafer will be the demand fo: labour,and the more 
opulent the condition of the labourers. A proposition the absurdity of 
which no one can fail to see. 


. * Supra, pp. 65-6. 
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In the condition of most communities, wages are regulated by the 
habitual standard of living to which the labourers adhere, and on less than 
which they will not multiply. Where there exists such a standard, a tax 
on wages will indeed for a time be borne by the labourers themselves ; 
but unless this temporary depression has the effect of lowering the 
standard itself, the increase of populatiof will receive a check, which will 
raise wages, and réstore, the ]&€boureis to their previous condition. On 
whom, in this case, will the tax fall ? According to Adam Smith, on the 
community generally, in their character of consumers ; since the mse of 
wages, he thought, would raise general prices. We have seen, however, 
that general prices depend on other causes, and are never raised by any 
circumstance which affects all kinds of productive employment in the same 
manner and degree. A rise of wages occasioned by a tax, must, hke any 
other increase of the cost of labour, be defrayed from profits. To attempt 
to tax day-labourers, 1n an old country, 1s merely to impose an extra tax 
upon all employers of common Jabour ; unless the tax has the much worse 
effect of permanently lowering the standard of comfortable subsistence in 
the minds of the poorest class. 

We find in the preceding considerations an additional argument for the 
opinion already expressed, that direct taxation should stop short of the 
class of incomes which do not excecd what is necessary for healthful 
existence. Almost allthese very small incomes are derived from manual 
labour ; and, as we now sce, any tax imposed on these, either permanently 
degrades the habits of the labournng cla$s, or falls on profits, and burthens 
capitalists with an indirect tax, in addition to theig share of the direct 
taxes: which is doubly objectionable, both as a violation of the funda- 
mental rule of equality, and for the reasons which, as already shown, 
render a peculiar tax on profits detrimental to the public wealth, and 
consequently to the means which society possesses of paying any taxes 
whatever. 

$5. We now pass, from taxes on the separate kinds of income, to a tax 
attempted to be assessed fairly upon all kinds ; in other words, an Income 
Tax. The discussion of the conditions necessary for making this tax 
consistent with justice, has been anticipated in the last chapter. We 
shall suppose, therefore, that those conditions are complied with. They 
are, first, that incomes below a certain amount should be altogether 
untaxed. This minimum should not be higher than the amount which 
suffices for the necessaries of a labouiing famjly of modeiate numbers. 
‘The exemption from the present income-tax, of all incomes under 150/. a 
year, is only defensible on the ground that some taxes on necessaries are 
still kept up, and that almost all the existing taxes on indulgences press 
more heavily on incomes between 50/, and 15o/. than on any others what- 
ever. The second condition 1s, that incomes above the limit should be 
taxed only in proportion to the surplus by which they exceed the limit. 
Thirdly, that Ife incomes should be less heavily taxed than inheritable 
incomes, in a degree as neaily as possible equivalent to the mcreased 
need of economy arising from their terminable character. Fourthly, that 
incomes which are jointly the result of capital and of personal exertion, 
should be taxed intermediately between the rate ‘for inheritable and that 
for life incomes. 

‘An income-tax, fairly assessed on these principles, would be, in point 
of justice, the least exceptionable of all taxes. The objection to it, 
which, with much regret, I cannot help regarding as insuperable, is 
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the impossibility of ascertaining the real incomes of the contributors. 
The supposed hardship of compelling people to disclose the amount of 
their incomes, ought not, in my opinion, to count for much. One of the 
social evils of this country is the practice, amounting to a custom, of 
maintaining, or attempting to maintain, the appearance to the world 
of a larger income than 1s possessed ; and it would be far better for the 
interests of those who yield to this weakness, if the extent of their means 
were universally and exactly known, and the temptation removed to 
expending more than they can afford, or stinting real wants in order 
to make a false show externally. At the same time, the reason of the 
case, even on this point, 1s not so exclusively on one side of the argument 
as 1s sometimes supposed. So long as the vulgar of any country are in 
the debased state of mind which this national habit presupposes—so long 
as their respect (if such a word can be applied to it) is proportioned to 
what they suppose to be each person's pecuniary means—it may be 
doubted whether anything which would remove all doubt as to that point, 
would not considerably increase the presumption and arrogance of the 
vulgar rich, and their insolence towards those above them in mind and 
character, but below them in circumstances. 

Notwithstanding, too, what is called the inquisitorial nature of the tax, 
no amount of inquisitorial power which would be tolerated by a people 
the most disposed to submit to it, could enable the revenue officers to 
assess the tax from actual knowledge of the circumstances of contributors. 
Rents, salanes, annuities, and all fixed incomes, can be exactly ascer- 
tained. But the vanable gains of professions, and still mote the profits 
of business, which the person interested cannot always himself exactly 
ascertain, can still less be estimated with any appreach to fairness by 
a tax-collector. The main reliaace must be placed, and always has been 
placed, on the returns made by the person himself. No production of 
accounts is of much avail, except against the more flagrant cases of false- 
hood ; and even against these the check is very imperfect, for if fraud is 
intended, false accounts can generally be framed which it will baffle any 
means of inquiry possessed by the revenue officers to detect: the easy 
resource of omitting entries on the credit side, being often sufficient 
without the aid of fictitious debts or disbursements. The tax, therefore, 
on whatever principles of equality it may be imposed, is in practice 
unequal in one of the worst ways, falling heaviest on the most con- 
scientious. The unscrupulous succeed in evading a great proportion 
of what they should pay; even persons of integrity in their ordinary 
transactions are tempted to palter with their consciences, at least to 
the extent of deciding in their own favour ali points on which the 
smallest doubt or discussion could arise :, while the strictly veracious are 
often made to pay more than the state intended, by the powers of arbitrary 
assessment necessarily entrusted to the Commissioners as a last defence 
against the taxpayer’s power of concealment. 

It is to be feared, therefore, that the fairness which belongs to the 
principle of an income-tax, can never be made to attach to it in practice ; 
and that this tax, while apparently the most just of all modes of raising a 
revenue, is in effect more unjust than many others which are primd facte 
more objectionable. This consideration would lead us to concur in the 
opinion which, until of late, has usually prevailed—that direct taxes on 
income should be reserved as an extraordinary resource for great national 
emergencies, in which the necessity of a large additional revenue overe 
rules all minor objections, 
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The difficulties of a fair income-tax have lately elicited a proposition 
for a direct tax of so much per cent., not on income but on expenditure : 
the aggregate amount of each person’s expenditure being ascertaimed, as 
the amount of income now is, from statements furnished by the con- 
tributors themselves. The author of thig suggestion, Mr. Revans, in 
a clever pamphlet qn the subyect,* contends that the returns which 
persons would furnish of sheir expenditure would be more trustworthy 
than those which they now make of their income, inasmuch as ex- 
penditure is in its own nature more public than income, and false 
representations of it more easily detected. He cannot, I think, have 
sufficiently considered, how few of the items in the annual expenditure 
of most familhes can be judged of with any approximation to correctness 
from the external signs. The only secuiity would still be the veracity of 
individuals, and there is no reason for supposing that their statements 
would be more trustworthy on the subject of their expenses than on that 
of their revenues ; especially as, the expenditure of most persons being 
composed of many more items than their income, there would be more 
scope for concealment and suppression in the detail of expenses than even 
of receipts. 

The taxes on expenditure at present in force, either in this orin other 
countries, fall only on particular kinds of expenditure, and differ no other- 
wise from taxcs on commodities than in being paid directly by the person 
who consumes or uses the article, instead of elbeing advanced by the 
producer or seller, and rermbursed in the price The taxes on horses and 
carriages, on dogs, on servants, are of this nature. They evidently fall on 
the pei:sons from whom they are levied—those who use the commodity 
taxed. A tax of a similar description, and more important, 1s a house 
tax: which must be considered at somewhat greater length. 

§ 6. The rent of a house consists of two parts, the ground-rent, and 
what Adam Smith calls the building-rent. The first is determined by the 
ordinary principles of rent. It is the remuneration given for the use of 
the portion of land occupied by the house and its appurtenances ; and 
varies from a mere equivalent for the rent which the ground would afford 
in agriculture, to the monopoly rents paid for advantageous situations in 
populous thoroughfares. The rent of the house itself, as distinguished 
from the ground, is the equivalent given for the labour and capital ex- 
pended onthe building. ‘The fact of its being received in quarterly or half- 
yearly payments, makes no difference in the pmnciples by which it 1s 
regulated. It comprises the ordinary profit on the builder’s capital, and 
an annuity, sufficient at the current rate of interest, after paying for all 
repairs chargeable on the proprietor, to replace the original capital by the 
time the house 1s worn out, or lay the expiration of, the usual term of a 
building lease. 

A tax of so much per cent. on the gross rent, falls on both these portions 
alike. The more highly a house 1s rented, the. more it pays to the tax, 
whether the quality of the situation or that of the house itself 1s the cause, 
The incidence, however, of these two portions of the tax must be con- 
sidered separately. : 

As much of its is a tax on building-rent, must ultimately fall on the 
consumer, in other words the occupier. For as the profits of building are 


* A Percentage Tax on Domestic Expenditure to supply the wholg of the 
Public Revenue. By John Revans, Published by Hatchard, in 1847. 
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already not above the ordinary rate, they would, if the tax fell on the 
owner and not on the occupier, become lower than the profits of untaxed 
employments, and houses would not be built. It is probable however that 
for some time after the tax was first imposed, a great part of it would fall, 
not on the renter, but on the owner of the house. A large proportion of 
the consumers either could not afford, or would not choose, to pay their 
former 1ent with the tax in addition, but would content themselves with a 
lower scale of accommodation. Houses therefore would be for a time in 
eacess of the demand. The consequence of such excess, in the case of 
most other articles, would be an almost immediate diminution of the 
supply : but so durable a commodity as houses does not rapidly diminish 
in amount. New buildings indeed (at least of the more expensive class) 
would cease to be erected, except for special reasons ; but in the meantime 
the temporary superfluity would lower rents, and the consumers would 
obtain, perhaps, nearly the same accommodation as formerly, for the 
same aggregate payment, rent and tax together. By degrees, however, 
as the eaisting houses wore out, or as increase of population demanded a 
greater supply, rents would again rise; until it became profitable to 
recommence building, which would not be until the tax was wholly thrown 
upon the occupier. In the end, therefore, the occupier bears that portion 
of a tax on rent, which falls on the payment made for the house itself, 
exclusively of the ground it stands on. 

At first sight one would be inclined to suppose the case to be different 
with the portion whichis a taxon ground-rent. As taxes on rent, properly 
so Called, fall on the landlord, a tax on ground-rent, one would suppose, 
must fall on the ground landlord, at least after the expiation of the build- 
ing lease. And such would really be the case, if with the tax on ground- 
rent there were combined an equivalent tax on agricultural rent ; but not 
otherwise. The lowest rent of land let for building is very little above the 
rent which the same ground would yield in agriculture : since it is reason- 
able to suppose that land, unless in case of exceptional circumstances, is 
let or sold for building, as soon as it 1s decidedly worth more for that pur- 
pose than for cultivation. If, therefore, a tax were laid on ground-rents 
without being also laid on agnicultural rents, it would, unless of quite 
trifling amount, reduce the retuin from the lowest ground-rents below the 
ordinary return from land, and would put a stop to further building quite 
as effectually as 1f 1t were a tax on building-rents, until either the increased 
demand of a growing .population, or a diminution of supply by wearing 
out, had raised the rent by a full equivalent for the tax. But whatever 
raises the lowest ground-rents, raises all others, since each exceeds the 
lowest by precisely the market value of its peculiar advantages. The~ 
thus no difference between the two component elements of house-re® 
respect to the incidence of the tax. Both alike fall ultimately dY 
occupier ; while, in both alike, if the occupier in consequence reduces hi. 
demand by contenting himself with inferior accoramodation, that is, if he 
prefers saving his tax from house-rent to saving it from other parts of his 
expenditure, he indirectly lowers ground-rent, or retards its increase ; just 
as a diminished consumption of agricultural produce, by making cultiva- 
tion retrograde, would lower ordinary rent. 

A house-tax, if justly proportioned to the value of the house, is one of 
the fairest and most unobjectionable of all taxes. No part of a person’s 
expendjture is a better criterion of his means, or bears, on the whole, more 
nearly the same proportion to them. A house-tax is a nearer approach 
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to a fair income-tax, than a direct assessment on income can easily be ; 
having the great advantage, that it makes spontaneously all the allowances 
which it 1s so difficult to make, and so impracticable to make exactly, in 
assessing an income-tax : for if what a person pays in house-rent 1s a test 
of anything, it 1s a test not of what he possesses, but of what he thinks he 
can afford to spend. To the equality ef this tax, there are but two 
decided objections, » The first js, that a miser may escape it. This 
objection applies to all taxes on expenditure : nothing but a direct tax on 
income can reach a miser, But this, though a real, is not a great defect ; 
for there are few misers; and as they do not now hoard their treasure, 
but invest it in employments in which it feeds productive labourers, and 
adds to the national wealth, and consequently to the general means of 
paying taxes, the inconvenience of its paying no taxes of its own is in some 
degree compensated for. The second objection is that a person may 
require a larger and more expensive house, not from having greater means, 
but from having a laiger family. Of this, however, he 1s not entitled to 
complain ; since having a large family is at a person’s own choice: and, 
so far as concerns the public interest, is a thing rather to be discomaged 
than promoted.* 

Though the house-tax which formerly existed in this country has been 
repealed, a large portion of the taxation of the country is still raisetl by 
a house-tax ; the paroclwal taxation of the towns entirely, and of the rural 
districts partially, consisting of an assessment on house-rent. ‘The window- 
tax is also a house-tax, but of a bad kind® operafing as a tax on light, and 
a cause of deformity in building. It would be a most advantageous 
exchange to abolish the window-tax and the present income-tax, and 
replace them by a house-tax of equivalent amount. In doing so, it would 
be necessary to avoid the unjust principle gn which the old house-tax was 
assessed, and which contributed quite as much as the selfishness of the 
middle classes to produce the outcry against the tax in 1834. The public 
were justly scandalized on learning that residences like Chatsworth or 
Belvoir were only rated on an imaginary rent of perhaps 200/, a-year, 
under the pretext that owing to the great expense of keeping them up, 
they could not be let fer more. Probably, indeed, they could not be let even 
for that, and if the argument were a fair one, they ought not to have been 
taxed at all. But a house-tax is not intended as a tax on incomes derived 
from houses, but on expenditure incurred for them. The thing which it 
is wished to ascertain is what a house costs to the person who lives in it, 
not what it would bring in if let to some one else?’ When the occupier 1s 
not the owner, the rent he pays is the measure of what it costs him: when 
he is the owner, some other measure must be sought. ° A valuation should 
be made of the house, not at what it would sell for, but at what would be 
the cost of rebuilding it, and thi$ valuation might bé corrected each year 


* It has been also objected that house-rent in the rural districts is much lower 
than in towns, and lower in some towns and in some rural districts than in others; 
so that a tax proportioned to it would have a corresponding inequality of pressure. 
To this, however, it may be answered, that in places where house-rent is low, 
persons of the same amount of income usually live in larger and better hcuscs, and 
thus expend in ae tent more nearly the same proportidn of their incomes than 
might at first sight appear. Or if not, the probability will be, that many of them 
live in those places precisely because they are too poor to live elsewhere, and have 
therefore the strongest claim to be taxed lightly. In some cases, it 1s precisely bee 
cause the people are poor that house-rent remains low. 6 
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by an allowance for what it had lost in valpe by time, or gained by répairs 
and improvements. The amount of the amended valuation would form a 
principal sum, the interest of which, at the current price of the public 
funds, would form the annual value at which the building should be 
assessed to the tax. 

As incomes below a certain emount ought to be exempt from income- 
tax, so ought houses below a certain value from house-tax, on the 
universal principle of sparmg from all taxatioll the absolute necessaries 
of healthful existence. In order that the occupiers of lodgings, as well as 
of houses, might benefit, as in justice they ought, by this exemption, it 
might be optional with the owners to have every portion of a house which 
1s occupied by a separate tenant, valued and assessed separately, as 1s now 
usually the case with chambers, 


CHAPTER IV. 
OF TAXES ON COMMODITIES. 


§ 1. By taxes on commodities are commonly meant, those which are 
levied either on the producers, or on the carriers or dealers who intervene 
between them and the final purchasers for consumption. Taxes imposed 
directly on the consumers of particular commodities, such as a house-tax, 
or the tax 1n this country on horses and carriages, might be called taxes 
on commodities, but are not; the phrase being, by custom, confined to 
indirect taxes—those which are advanced by one person, to be, as 1s 
expected and intended, reimbursed by another. Taxes on commodities 
are either on production withia the country, or on importation into it, or 
on conveyance or sale within it; and are classed respectively as excise, 
cus‘oms, or tolls and transit duties. To whichever class they belong, 
and at whatever stage in the progress of the commodity they may 
be imposed, they are equivalent to an increase of the cost of production 5 
using that term in its most enlarged sense, which includes the cost of 
transport and distribution, or, in common phrase, of bringing the com- 
modity to market. 

When the cost of production is increased artificially by a tax, the effect 
is the same as when it 1s increased by natural causes. If only one ora 
few commodities are a‘fected, their value and price rise, so as to com- 
pensate the producer or dealer for the peculiar burthen ; but if there were 
a tax on all commodities, exactly proportioned to thcir value, no such 
compensation would be obtained : there would neither be a general rise 
of values, which is an absurdity, nor ofsprices, which depend on causes 
entirely different. ‘There would, however, as Mr. M‘Culloch has pointed 
out, be a disturbance of values, some falling, others msing, owing to 
a circumstance, the effect of which on values and prices we formerly 
discussed ; the different durability of the capital employed in different 
occupations. The gross produce of industry consists of two parts: one 
portion serving to replace the capital consumed, while the other portion is 
profit. Now es toes capitals in two branches of production must have equal 
expectations of profit : but if a greater portion of the one than of the other 
is fixed capital, or if that fixed capital is more durable, there will be a less 
consumption of capital in the year, and less will be required to replace it, 
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so that the profit, to be absolutely the sane, must form a greater propor- 
tion of the annual returns. To’derive from a capital of 1,000/, a profit of 
100/,, the one producer may have to sell produce to the value of 1,100/, 
the other only to the value of 500/. If on these two branches of industry 
a tax be imposed of five per cent. ad valorem, the last will be charged 
only with 25/, the first with 55/.; leaving to the one 75/ profit, to the 
other only 45/, ‘To,equalize, therefore, their expectation of profit, the 
one commodity must nse in price, or the other must fall, or both : com- 
moditics made chiefly by immediate labour must mise in value, as com- 
pared with those which are chiefly made by machinery. It 1s unnecessary 
to prosecute this branch of the inquiry any further. 

§ 2, A tax on any one commodity, whether laid on its production, its 
importation, its carriage from place to place, or its sale, and whether the 
tax be a fixed sum of money for a given quantity of the commodity, or an 
ad valorem duty, will, as a general rule, raise the value and price of the 
commodity by at least the amount of the tax. There are few cases in 
which it does not raise them by more than that amount. In the first 
place, there are few taxes on production on account of which it is not 
found or deemed necessary to impose restrictive regulations on the manu- 
facturers or dealers, in order to check evasions of the tax. These regula- 
tions are always sources of trouble and annoyance, and generally of 
expense, for all of which, being peculiar disadvantages, the producers or 
dealers must have compensation 1n the price of their commodity. These 
restrictions also frequently interfere wit the processes of manufacture, 
requiring the producer to carry on his operations in the way most con- 
venient to the revenue, though not the cheapest, or most efficient for 
purposes of production. Any regulations whatever, enforced by law, 
make it difficult for the producer to adopt new and improved processes, 
Further, the necessity of advancing the ta% obliges producers and dealers 
to carry on their business with larger capitals than would otherwise be 
necessary, on the whole of which they must receive the ordinary rate of 
profit, although a part only is employed in defraying the real expenses of 
production or importation The price of the article must be such as to 
afford a profit on more than its natural value, instead of a profit on only 
its natural value. A part of the capital of the country, in short, is not 
employed in production, but in advances to the state, repaid in the price 
of goods ; and the consumers must give an indemnity to the sellers, equal 
to the profit which they could have made on the same capital if really 
employed in production. Neither ought it to beeforgotten, that whatever 
renders a larger capital necessary in any trade or business, limits the 
competition in that business ; and by giving somethigg like a monopoly 
to a few dealers, enables them either to keep up the price beyond what 
would afford the ordinary rate af profit, or to obtain, the ordinary 1ate of 
profit with a less degiee of exertion for improving and cheapening their 
commodity. In these several modes, taxes on commodities often cost to 
the consumer, through the increased price of the article, much more than 
they bring into the treasury of the state. There is still another considera- 
tion. The rise of price occasioned by the tax, almost always checks the 
demand for the commodity ; and since there are many improvements in 
production whigh, to make them practicable, require a ceitam extent of 
demand, such improvements are obstructed, and many of them prevented 
altogether. It is a well-known fact, that the branches of production in 
which fewest improvements are made, are those with which the ,revenue 
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officer interferes ; and that nothing, in general, gives a greater impulse to 
improvements in the production of a commodity than taking off a tax 
which narrowed the market for it. 

§ 3. Such are the effects of taxes on commodities, considered generally : 
but as there are some commodities (those composing the necessaries of 
the labourer) of which the values have an influence on the distribution of 
wealth among different classes of the community, it is requisite to trace 
the effects of taxes on those particular ar‘icles somewhat farther. Ifa tax 
be Jaid, say on corn, and the price rises in proportion to the tax, the rise 
of price may operate in two ways. First: it may lower the condition of 
the labouring classes ; temporarily indeed it can scarcely fail to do so. 
If it diminishes their consumption of the produce of the earth, or reduces 
them to a food which the soil produces more abundantly, and therefore 
more cheaply, it to that eatent contributes to throw back agriculture upon 
more fertile lands or less costly processes, and to lower the value and 
price of corn ; which therefore ultimately settle at a price, incrcased not 
by the whole amount of the tax, but by only a part of its amount. 
Secondly, however, 1t may happen that the dearness of the taxed food 
does not lower the habitual standard of the labourer’s requirements, but 
that wages, on the contrary, through an action on population, rise, in a 
shorter or longer period, so as to compensate the labourers for their por- 
tion of the tax ; the compensation being of course at the expense of profits. 
Taxes on necessaries must thus have one of tro effects. Enther they 
lower the condition of the labouring classes; or they exact from the 
owners of capital, in addifion to‘the amount due to the state on their own 
necessaries, the amount due on those consumed by the labourers. In the 
last case, the tax on necessaries, hke a tax on wages, is equivalent toa 
pecuhar tax on profits; which is, like all other partial taxation, unjust, 
and is specially prejudicial to the increase of the national wealth. 

It remains to speak of the effect on rent. Assuming (what is usually 
the fact,) that the consumption of food is not diminished, the same 
cultivation as before will be necessary to supply the wants of the com- 
munity ; the margin of cultivation, to use Dr. Chalmers’ expression, 
remains where it was; and the same land or capital which, as the least 
produttive, already regulated the value and price of the whole produce, 
will continue to regulate them. The effect which a tax on agricultural 
produce will have on rent, depends on its affecting or not affecting the 
difference between the return to this least productive land or capital, and 
the returns to other lands and capitals. Nowthis depends on the manner 
in which the tax is imposed. If it is an ad valorem tax, or what is the 
saine thing, a fixed proportion of the produce, such as tithe for example, 
it evidently lowers torn-rents. For it takes more corn from the better 
lands than from the worse ; and exactly in the degrce in which they are 
better ; land of twite the fertility paying twice as much to the tithe, 
Whatever takes more from the greater of two quantities. than from the 
less, diminishes the diffcrence between them. The imposition of a tithe 
on corn would take a tithe also from corn-rent : for if you reduce a series 
of numbers by a tenth each, the differences between them are reduced 
one-tenth. 

For example, let there be five qualities of land, which severally yield, 
on the same extent of ground and with the same expenditure, 100, 90, Su, 
70, and Go bushels of wheat ; the last of these being the lowest quality 


TAXES ON COMMODITIES. 539 
e 9 


which the demand for food renders it necessary to cultivate. The rent of 
these lands will be as follows :— 


Sea 100 bushels he a 100 — 60, or 40 bushels. 
That producing 90 ,, ‘3 90 — 60,0r 305, 
” 8055 80 — 60,0r20 4, 
” 79 ‘159 ” 270 —- 60,orlI0 ‘=»5y 
99 6D 55 a) no rent. 


Now let a tithe be impostd, which takes from these five picces of land 
10, 9, 8, 7, and 6 bushels respectively, the fifth quality still being the one 
which regulates the price, but returning to the faimer, after payment of 
tithe, no more than 54 bushels : 


eaices 100 bushels reduced to go, hie ee 90 — 54, or 36 bushels. 
That 
sroducini aL ” 81, 9 81 - 54,0r27 5, 
” 80» 99 72; ” 72 - §4,0r18 ~~, 
” 70 45 2 63, ry) 63 - 54,0r 9 45 


and that producing 60 bushels, reduced to 54, will yield, as before, no 
rent. So that the rent of the first quality of land has lost four bushels ; of 
the second, thrce ; of the third, two ; and of the fourth, one : that 1s, each 
has lost exactly one-tenth. A tax, therefore, of a fixed proportion of the 
produce, lowers, in the sane proportion, corn-1ent. 

But it 1s only corn-rent that is lowered, ard not #ent estimated in money, 
or in any other commodity. For, in the same propoition as corn-ient 1s 
reduced in quantity, the corn composing it 1s raised in Value. Under the 
tithe, 54 bushels will be worth in the market what 60 were before ; and 
nine-tenths will in all cases sell for as much as the whole ten-tenths 
previously sold for. The landlords will therefore be compensated in value 
and price for what they lose in quantity ; and will suffer only so far as 
they consume their rent in kind, or, after receiving 1t in money, expend it 
in agricultural produce : that 1s, they only suffer as consumers of agricul- 
tural produce, and in common with all the other consumers. Consideied 
as landlords, they have the same income as before ; the tithe, therefore, 
falls on the consumer and not on the Jandlord. 

The same effect would be produced on rent, if the tax, instead of beirg 
a fixed proportion of the produce, were a fived sum per quarter or per 
bushel. A tax which takes a shilling for every bushel, takes more shillings 
from one ficld than from another, just in proportiorf as 1t produces more 
bushels ; and operates exactly like tithe, except that tithe 1s not only the 
same proportion on all lands, but 1s also the same proportion at all times, 
while a fixed sum of money per bushel will amount toa greater or less 
proportion, according as corn is cheap or dear, e 

There are other modes of taxing agriculture, which would affect rent 
differently. A tax proportioned to the rent would fall wholly on the rent, and 
would not at all raise the price of corn, which 1s regulated by the portion 
of the produce that pays no rent. A fixed tax of so much per cultivated 
acre, without distinction of value, would have effects directly the reverse. 
Taking no more from the best qualities of land than fiom the worst, it 
would leave the difgeiences the same as before, and consequently the same 

orn-rents, and the landloids would profit to the full extent of the rise of 
tice. To put the thing in another manner ; the price must rise, to enable 
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the worst land to pay the tax : thus enabling all Jands which produce inore 
than the worst, to pay not only the tax, but also an increased rent to the 
landlords, These, however, are not so much taxes on the produce of land, 
as taxes on the land itself. Taxes on the produce, properly so called, 
whether fixed or ad valorem, do not affect rent, but fall on the consumer : 
profits, however, generally bearing either the whole or the greatest part of 
the portion which is levied on the consumption of the labouring classes. 

§ 4. The preceding is, I apprehend, a correct statement of the manner 
in which taxes on agricultural produce operaté'when first laid on. When, 
however, they are of old standing, their effect may be different, as was 
first pointed out, I believe, by Mr. Senior. It1s, as we have seen, an almost 
infallible consequence of any reduction of profits, to retard the rate of ac- 
cumulation. Now the effect of accumulation, when attended by its usual 
accompaniment, an increase of population, 1s to increase the value and 
price of food, to raise rent, and to lower profits: that 1s, to do precisely 
what 1s done by a tax on agricultural produce, eacept that this does not 
raise rent. The tax, therefore, mercly anticipates the rise of price, and 
fall of profits, which would have taken place ultimately through the mee 
progress of accumulation ; while it at the same time prevents, or at least 
retards, that progress. If the rate of profit was such, previous to the 1m- 
position of a tithe, that the effect of the tithe reduces it to the practical 
minimum, the tithe will put a stop to all further accumulation, or cause it 
to take place out of the country ; and the only effect which the tithe will 
then have had on the consumer, 1s to make him pay earher the price which 
he would have had to pay son.ewhat later—part of which, indeed, in the 
gradual progress of wealth and population, he would have almost imme- 
diately begun to pay. After a lapse of time which would have admitted 
of a rise of one-tenth from the natural progress of wealth, the consumer 
will be paying no more than he would have paid if the tithe had never 
existed ; he will have ceased to pay any portion of it, and the person who 
will really pay it is the landlord, whom it deprives of the increase of rent 
which would by that time have accrued to him. At every successive 
point in this interval of time, less of the burden will rest on the consumer, 
and more of it on the landlord: and in the ultimate result, the minimum 
of profits will be reached with a smaller capital and population, and a 
lower rental, than if the course of things had not been disturbed by the 
imposition of the tax. If, onthe other hand, the tithe or other tax on 
agricultural produce does not reduce profits to the mimimum, but to 
something above the mmimum, accumulation will not be stopped, but 
only slackened : and if population also increases, the two-fold increase 
will continue to produce its effects—a rise of the price of corn, and an 
increase of rent. These consequences, however, will not take place with 
the same rapidity as if the higher rate of profit had continued. At the 
end of twenty years the country wil! have a smaller population and 
capital, than, but for the tax, 1t would by that time have had; the 
landlords will have a smaller rent; and the price of corn, having 
increased less rapidly than it would otherwise have done, will no longer 
be a tenth higher than what, if there had been no tax, it would by that 
time have risen to. A part of the tax, therefore, will already have ceased 
to fall on the consumer, and devolved upon the Jandloid ; and the propor- 
tion will become greater and greater by lapse of time. 

Mr. Senior illustrates this view of the subject by likening the effects of 
tithes, or other taxes on agricultural produce, to those of natural sterility 
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of soil. If the land of a country were suddenly smitten with a permanent 
deterioration of quality, to an extent which would make a tenth more 
labour necessary to raise the existing produce, the price of corn would 
undoubtedly rise one-tenth. But it cannot hence be inferred that if the 
soil of the country had from the beginning been one-tenth worse than it 
is, corn would at present have been one-tenth dearer than we find it. It 
is far more probable, that the smaller return to labour and capital, ever 
since the first settlement of the country, would have caused in each 
successive generation a ‘ess rapid increase than has taken place: that 
the country would now have contained Jess capital, and maintained a 
smaller population, so that notwithstanding the inferiority of the soul, the 
price of corn would not have been higher, nor profits lower, than at 
present ; rent alone would certainly have been lower. We may suppose 
two islands, which, being alike in extent, in natural fertility, and industrial 
advancement, have up to a certain time been equal in population and 
capital, and have had equal rentals, and the same price of corn _ Let us 
imagine a tithe imposed in one of these islands, but not in the other. 
There will be immediately a difference 1n the price of corn, and therefore 
probably in profits. While profits are not tending downwards in either 
country, that is, while improvements 1n the production of necessaries fully 
keep pace with the increase of population, this difference of prices and 
profits between the islands may continue. But if, in the untithed island, 
capital increases, and, population along with it, more than enough to 
counterbalance any improvements which take place, the price of corn will 
gradually rise, profits fall, and rent will increase; while in the tithed 
island capital and population will either not increase, (beyond what is 
balanced by the improvements,) or 1f they do, wil increase in a less 
degree ; so that rent and the price of corn will either not mise at all, or 
rise more slowly. Rent, therefore, will soon be higher in the untithed, 
than in the tithed island, and profits not so much higher, nor corn so 
much cheaper, as they were on the first imposition of the tithe. These 
effects will be progressive. At the end of every ten years there will be a 
greater difference between the rentals and between the aggregate 
wealth and population of the two islands, and a less difference in profits 
and 1n the price of corn. 

At what point will these last differences entirely cease, and the 
temporary effect of taxes on agricultural produce, in raising the price, 
have entirely given place to the ultimate effect, that of limiting the total 
produce of the country? Although the untithed island 1s always verging 
towards the point at which the price of food would overtake that in the 
tithed island, its progress towards that point naturally slackens as it 
draws nearer to attaining it; since—the difference between the two 
islands in the rapidity of accumulation depending upon the difference in 
the rates of profit—in proportron as these approximate, the movement 
which draws them closer together abates of its force. The one may not 
actually overtake the other, until both islands reach the minimum of 
profits: up to that point, the tithed island may continue more or less 
ahead of the untithed island in the price of corn: considerably ahead 
if it 1s far from the minimum, and is therefore accumulating rapidly ; 
very little ahead if it is near the minimum, and accumulating slowly. 

But whatever is true of the tithed and untithed islands in our hypo- 
thetical case, is true of any country having a tithe, compared with the 
same country if it had never had a tithe. 
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In England the great emigration of capital, and the almost periodical 
occurrence of commercial crises through tke speculations occasioned by 
the habitually low rate of profit, are indications that profit has attained 
the practical, though not ultimate, minimum, and that all the savings 
which take place (beyond what improvements, tending to the cheapening 
of necessaries, make room for) are cither sent abroad for investment, or 
periodically swept away. ‘Thei¢ can therefore, I think, be little doubt 
that if England had never had a tithe, or .ny tax on agricultural produce, 
the price of corn would have been by this time as high, and the rate of 
profits as low, as at present. Independently of the more rapid accumu- 
Jation which would have taken place if profits had not been prematurely 
lowered by these imposts, the mere saving of a part of the capital which 
has been wasted in unsuccessful speculations, and the keeping at home a 
part of that which has been sent abroad, would have been quite sufficient 
to produce the effect. I think, therefore, with Mr. Senior, that the tithe, 
even before its commutation, had ceased to be a cause of high prices or 
low profits, and had become a mere deduction from rent; its other 
effects being, that it caused the country to have no greater capital, or 
larger production, and no more numerous population than if it had 
been one-tenth less fertile than it 1s; or let us rather say one-twentieth 
(considering how great a portion of the land of Gieat Britain was 
tithe-free). 

But although tithes and other taxes on agricultural produce, when of 
Jong standing, do not raise the price of food or lower profits at ail, or if at 
all, not in proportion to the tax, ¥et the abrogation of such taxes, when 
they exist, docs not the less diminish price, and, in genetal, 1aise the rate 
of profit, The abolition of a tithe takes one-tenth from the cost of pio- 
duction and consequently from the price of all agiicultural produce ; and 
unless it pe:manently raises the labourer’s requirements, it loweis the 
cost of labour,.and raises profits Rent, estimated in moncy or in com- 
modities, generally remains as before ; estimated in agricultural produce, 
itis raised. The country adds as much by the repcal of a tithe, to the 
margm which intervenes between it and the stationary state, as was cut 
off from that margin by the tithe when first imposed. Accumulation 
is greatly accelerated : and 1f population also increases, the price of corn 
immediately begins to recover itself, and rent to mse; thus gradually 
transferring the benefit of the remission, fiom the consumer to the 
landlord. 

The effects which thus result from abolishing tithe, result equally from 
what has been done by the arrangements under the late Commutation 
Act for converting it into a rent charge When the tax, instead of being 
Jevied on the whole produce of the soil, is levied only from the portions 
which pay rent, and does not touch any fresh extension of cultivation, the 
tax no longer forms afiy part of the cost of production of the portion of 
the produce which regulates the price of all the rest. The land or capital 
which pays no rent, can now send its produce to market one-tenth 
cheaper. The commutation of tithe ought therefore to have produced a 
considerable fall in the aveiage price of corn. If it had not come so 
gradually into operation, and if the price of corn had not during the same 
period been under the~influence of several other causes of change, the 
effect would probably have been markedly conspicvous. As it is, there 
can be no doubt that this circumstance has had its share in the fall which 
has taken place in the cost of production, and in the price, of home grown 
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roduce ; though the effects of the great agricultural improvements which 

ave been simultaneously adyancing, have masked those of the other 
cause. This fall of price would not in itself have any tendency injurious 
to the landlord, since corn-rents are increased in the same ratio in which 
the price of corn 1s diminished. But neither does it in any way tend to 
increase his income. The rent charge, therefore, which 1s substituted for 
tithe, is a dead loss to him; and the commutation of tithe was not a 
mere alteration in the mode jn which the landlord bore an existing 
buithen, but the imposition of a new onc; relief being afforded to the 
consumer at the expense of the landlord, who, however, begins immediately 
to reccive progiessive indemnification at the consumer’s expense, by the 
impulse given to accumulation and population. 

§ 5. We have hitherto inquired into the effects of taxes on commodities, 
on the assumption that they are levied impartially on every mode in which 
the commodity can be produced or brought to market. Another class of 
considerations is opened, if we suppose that this impartiality 1s not main- 
tained, and that the tax 1s imposed, not on the commodity, but on some 
particular mode of obtaining It. 

Suppose that a commodity is capable of being made by two different 
processes ; as a manufactured commodity may be produced either by hand 
or by steam-power ; sugar may be made either from the sugar-cane or 
from beet-root, cattle fattened either on hay and green crops, or on oil- 
cake and the refuse of, brewerics. It 1s the interest of the community, 
that of the two methods, producers should adopt that which produces the 
best article at the lowest price. This being also the interest of the 
producers, unless protected against competition, and shielded from the 

cnalties of indolence ; the process most advantageuus to the community 
is that which, if left to themselves, they generally find it to their advantage 
toadopt. Suppose, however, that a tax is laid on one of the processes, and 
no tax at all, or one of smaller amount, on the other. If the taxed 
process is the one which the producers would not have adopted, the 
measure is simply nugatory. Lut if the tax falls, as it is of course 
intended to do, upon the one which they would have adopted, it creates 
an aitificial motive for preferring the untaxed process, although the 
inferior of the two. If, therefore, it has any effect at all, it causes the 
commodity to be produced of worse quality, or at a greater expense of 
labour ; 1t causes so much of the Jabour of the community to be wasted, 
and the capital employed in supporting and remunerating that labour to 
be expended as uselessly, as if 1t were spent in hiring men to dig holes 
and fill them up again. This waste of labour and capital constitutes an 
addition to the cost of production of the commodity, which raises its 
value and price in a coiresponding ratio, and thts the owners of the 
capital are indemnified. The loss falls on the consumers ; though the 
capital of the country 1s alsoeeventually diminisked, by the dimimution 
of their means of saving, and in some degree, of their inducements to 
save. 

The kind of tax, therefore, which comes under the general denomina- 
tion of a discriminating duty, transgresses the rule that taxes should take 
as little as possible from the tax-payer beyond what they bring into the 
treasury of the state. A discriniinating duty makes the consumer pay 
two distinct taxes, only one of which is paid to the government, and that 
frequently the less onerous of the two, If a tax weie laid on sugar pro- 
duced from the cane, leaving the sugar from bcet-root untaxed, then in 
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so far as cane sugar continued to be used, the tax on it would be paid to 
the treasury, and might be as unobjectionable as any other tax; but if 
cane sugar, having previously been cheaper than beet root sugar, was 
now dearer, and beet-root sugar was to any considerable amount substi- 
tuted for it, and ficlds laid out and manufactories established in con- 
sequence, the government would gain no revenue from the beet-root 
sugar, while the consumers of it'would pay a real tax. They would pay 
for beet-root sugar more than they had previously paid for cane sugar, 
and the difference would go to indemnify producers for a portion of the 
Jabour of the country actually thrown away, in producing by the labour 
of (say) three hundred men, what could be obtained by the other process 
with the labour of two hundred. 

One of the commonest cases of discriminating duties is that of a tax 
on the importation of a commodity capable of being produced at home, 
unaccompanied by an equivalent tax on the home production, A com- 
modity 1s never permanently imported, unless it can be obtained from 
abroad at a smaller cost of labour and capital on the whole than is 
necessary for producing it. If, therefore, by a duty on the importation, 
it is rendered cheaper to produce the article than to import it, an extra 
quantity of labour and capital is expended, without any extra result. 
The labour is useless, and the capital is spent in paying people for 
laboriously doing nothing. All custom-duties which operate as an en- 
couragement to the home production of the taxed article, are thus an 
eminently wasteful mode of raising a revenue. 

This character belongs in a peculiar degree to custom-duties on the 
produce of land, unless countervailed by excise duties on the home 
production. Such taxes bring less into the public treasury, compared 
with what they take from the consumers, than any other imposts to which 
civilized nations are accustomed to submit. If the wheat produced in 
a country is twenty millions of quarters, and the consumption twenty-one 
rillions, a million being annually imported, and if on this million a duty 
is laid which raises the price ten shillings per quarter, the price which 1s 
raised 1s not that of the million only, but of the whole twenty-one millions. 
Taking the most favourable, but extremely improbable supposition, that 
the importation is not at all checked, nor the home production enlarged, 
the state gains a revenue of only half a million, while the consumers are 
taxed ten millions and a half: the ten millions being a contribution to 
the home growers, who are forced by competition to resign it all to the 
landlords. The consumer thus pays to the owners of Jand an additional 
tax, equal to twenty times that which he pays to the state. Let us now 
suppose that the tax really checks importation. Suppose importation 
stopped altogether if ordinary years ; 1t being found that the million of 
quarters can be obtained, by a more elaborate cultivation, or by breaking 
up inferior land, at a“ess advance than fen shillings upon the previous 
price—say, for instance, five shillings a quarter. The revenue now 
obtains nothing, except from the extraordinary imports which may 
happen to take place in a season of scarcity. But the consumers pay 
every year a tax of five shillmgs on the whole twenty-one millions of 
quarters, amounting to 5} millions sterling. Of this, the odd 250,000/, 
goes to compensate the growers of the last million of quarters for the 
labour and capital wasted under the compulsion of the law. The remain- 
ing five millions go to enrich the landlords as before. 

Such is the operation of what are technically termed Corn Laws, when 
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first laid on; and such continyes to be their operation, so long as they 
have any effect at all in raising the price of coin. Jdut 1am by no means 
of opinion that in the long run they keep up either prices or rents im the 
dcepiee which these considerations might lead us to suppose. What we have 
said respecting the effect of tithes and other taxes on agricultural produce, 
apples in a gieat degree to corn laws: they anticipate artificially a rise 
of price and of rent,swhich would at all events have taken place through 
the increase of population*and of production. The difference between a 
country without coin laws, and a country which has long had corn laws, 
is not so much that the last has a higher price or a larger rental, but that 
it has the same price and the same iental with a smaller aggicgate capital 
and a smaller population. The imposition of corn laws raises rents, but 
retards that progiess of accumulation which would 1n no long period have 
raised them fully as much. The repeal of corn laws tends to lower rents, 
but it unchams a force which, in a progressive state of capital and popu- 
lation, restores and even increases the former amount. There 1s every 
reason to expect that under the virtually free importation of agricultural 
produce, recently extorted from the ruling powers of this country, the 
price of food, if population goes on increasing at its present rate, will 
gradually but steadily nse ; though this effect may for a time be postponed 
by the strong current which in this country has set in (and the :mpulse 
may extend itself to other counties) towards the extension of agricultual 
science, and its increased application to practice. 

What we have said of duties on uraportation generally, is equally 
applicable to discriminating duties which favour importation from one 
place or in one particular manncr, in contiadistinction to others : such 
as the preference given to the produce of a colony, or of a country with 
which there 1s a commercial treaty: or the higher duties imposed by our 

® 

navigation laws on goods imported 1n other than Bntish shipping. What- 
ever else may be alleged in favour of such distinctions, whenever they 
are not nugatory, they are economically wasteful. They induce a resort 
to a more costly mode of obtaining a commodity, in heu of one less 
costly, and thus cause a portion of the labour which the country employs 
in providing itself with foreign commodatics, to be sactificed without 
retuin. 

§ 6. There is one more point, relating to the operation of taxes on 
commodities conveyed from one country to another, which 1equires 
notice: the influence which thcy exert on international exchanges. Every 
tax on a commodity tends to raise its price, and®consequently to Icssen 
the demand for it in the market in which it 1s sold. All taxes on inter- 
national trade tend, therefore, to produce a disturbanee and a re-adjust- 
ment of what we have termed the Equation of International Demand. 
This consideration leads to sorae rather curious consequences, which 
have been pointed out in the separate essay on Inteinational Commerce, 
already several times referred to in this treatise. 

Taxes on foreign trade are of two kinds—taxes on imports, and on 
exports. On the first aspect of the matter 1t would seem that both these 
taxes are paid by the consumes of the commodity ; that taxes on exports 
consequently fall entircly on foreigners, taxes on imports wholly on the 
home consumer.e The true state of the case, however, 1s much more 
complicated. 

‘ By taxing exports we may, in certain ciicumstances, produce a divi- 
sion of the advantage of the trade more favourable to ourselves 5 some 
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cases we may draw into our coffers, at the expense of foreigners, not only 
the whole tax, but more than the tax: in other cases, we should gain 
exactly the tax; in others, less than the tax. In this last case, a part of 
the tax is borne by ourselves: possibly the whole, possibly even, as we 
shall show, more than the whole.’ 

Reverting to the supposititious case employed in the Essay, of a trade 
between Germany and England in broadcloth and linen, ‘suppose that 
England taxes her export of cloth, the tax’ not bemg supposed high 
enough to induce Germany to produce cloth for herself. ‘The price at 
which cloth can be sold i Germany is augmented by the tax. This will 
probably diminish the quantity consumed. It may diminish it so much 
that, even at the increased price, there will not be requned so great a 
money-value as before. Or it may not diminish it at all, or so little, that 
in consequence of the higher price, a greater money-value will be pur- 
chased than before. In this last case, England will gain, at the expense 
of Germany, not only the whole amount of the duty, but more ; for, the 
money-value of her expoits to Germany being increased, while her 
imports remain the same, money will flow into England from Germany. 
The price of cloth will rise in England, and consequently in Germany ; 
but the price of linen will fall in Germany, and consequently in England. 
We shall export less cloth, and import more linen, till the equilibi:um 1s 
restored. It thus appears (what 1s at first sight somewhat remarkable) 
that by taxing her exports, England would, in some conceivable circum- 
stances, not only gain ffom het foicign customers the whole amount of 
the tax, but would also get her imports cheaper. She would get them 
cheaper in two ways; for she would obtain them for less money, and 
would have more money to purchase them with. Germany, on the other 
hand, would suffer doubly : she would have to pay for her cloth a price 
increased not only by the duty, but by the influx of money into England, 
while the same change in the distribution of the cuculating medium 
would leave her less money to purchase it with. 

‘This, however, 1s only one of three possible cases. If, after the im- 
position of the duty, Germany requires so diminished a quantity of cloth, 
that its total value is exactly the same as before, the balance of trade will 
be undisturbed ; England will gain the duty, Germany will lose it, and 
nothing more. If, again, the imposition of the duty occasions such a 
falling off in the demand that Germany requires a less pecuniary value 
than before, our exports will no longer pay for our imports ; money must 
pass from England inté Germany ; and Germany’s share of the advan- 
tage of the trade will be increased. By the change in the distribution of 
money, cloth will fall in England ; and therefore 1t will, of course, fall in 
Germany. Thus Germany will not pay the whole of the tax. From the 
same cause, linen will rise in Germany, and consequently in J-ngland. 
When this alteration of prices has so adjusted the demand, that the cloth 
and the linen again pay for one another, the result is that Germany has 
paid only a part of the tax, and the remainder of what has been received 
into our treasury has come indirectly out of the pockets of our own con- 
sumers of linen, who pay a higher price for that imported commodity in 
consequence of the tax on our exports, while at the same time they, in 
consequence of the efflux of money and the fall of prices, have smaller 
money incomes wherewith to pay for the linen at that advanced price. 

‘It is not an impossible supposition that by taxing our exports we 
might ..ot only gain nothing from the foreigner, the tax being paid out of. 
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- our own pockets, but might even compel our own people to pay a second 
tax to the foreigner. Suppose, as before, that the demand of Germany 
for cloth falls off so much on the imposition of the duty, that she requires 
a smaller moncy value than before, but that the case 1s so d:ffcrent with 
linen in England, that when the price rises the demand either does not 
fall off at all, or so little that the money value required is greater than 
before. The first eff€ct of laying on the duty is, as before, that the cloth 
exported will no longer pay for the linen imported. Money will therefore 
flow out of England into Germany. One effect is to raise the price of 
linen in Germany, and consequently in England. But this, by the suppo- 
sition, instead of stopping the efflux of money, only makes it gieater, 
because the higher the price, the greater the money-value of the linen 
consumed. The balance, therefore, can only be restored by the other 
effect, which 1s going on at the same time, namely, the fall of cloth in the 
English and consequently in the German market. Even when cloth has 
fallen so low that its price with the duty 1s only cqual to what its price 
without the duty was at first, it Is not a necessary consequence that the 
fall will stop ; for the same amount of exportation as before will not now 
suffice to pay the increased money value of the imports ; and although the 
German consumers have now not only cloth at the old price, but likewise 
increased money incomes, it is not certain that they will be inclined to 
employ the increase ofetheir incomes in increasing their purchases of 
cloth. The price of cloth, therefore, must perhaps fall, to restore the 
equilibrium, more than the whole amounf of the duty ; Germany may be 
enabled to import cloth at a lower price when it 1s faxed, than when it 
was untaxed . and this gain she will acquire at the expense of the English 
consumets of linen, who, in addition, will be the real payers of the whole 
of what is received at their own custom-haquse under the name of duties 
on the export of cloth.’ 

It is almost unnecessary to remark that cloth and linen are here merely 
representatives of exports and imports in general; and that the effect 
which a tax on exports might have in increasing the cost of imports, would 
affect the imports from all countries, and not peculiarly the articles which 
might be imported from the particular country to which the taxed eapoits 
werc sent. 

‘Such are the extremely various effects which may result to ourselves 
and to our customers from the imposition of taxes on our exports ; and 
the determining ciicumstances are of a nature so imperfectly ascertainable, 
that it must be almost impossible to decide with any certainty, even after 
the tax has been imposed, whether we have been gainers by it or loses.’ 
In general, however, there could be little doubt that a’country which 1m- 
posed such taxes would succecd,in making foreign counties contribute 
something to its revenuc ; but unless the taxed article be one for which 
their demand is extremely urgent, they will seldom pay the whole of the 
amount which the tax brings in.* ‘In any case, whatever we gain is lost 
by somebody else, and there is the expense of the collection besides: if 
international morality, therefore, were mghtly understood and acted upon, 
such taxes, as being contrary to the universal weal, would not exist.’ 

* Probably the ,strongest known instance of a large revenue raised from 
foreigners by a tax on exports, 1s the opium trade with China. The high price 
of the article under the Government monopoly (which is equivalent to a high ex- 

ort duty) has so little effect in discouraging its consumption, that it is said to have 

en occasionally sold in China for as much as its weight in silver. 2 
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Thus far of duties on exports. We now proceed to the more ordinary 
case of duties on imports. ‘We have had ‘an example of a tax on exports, 
that is, on foreigners, falling in part on ourselves. We shall therefore not 
be surprised if we find a tax on imports, that is, on ourselves, partly falling 
upon foreigners. 

‘Instead of taxing the cloth which we export, suppose that we tax the 
linen which we import. The duty which we are now supposing must not 
be what 1s termed a protecting duty, that 1s, z. duty sufficiently high to 
induce us to produce the article at home. If it had this effect, it would 
destroy entirely the trade both in cloth and in linen, and both countries 
would lose the whole of the advantage which they previously gained by 
exchanging those commodities with one another. We suppose a duty 
which might diminish the consumption of the article, but which would 
not prevent us from continuing to import, as before, whatever linen we 
did consume. 

‘The equilibrium of trade would be disturbed if the imposition of the 
tax diminished, in the slightest degree, the quantity of men consumed. 
For, as the tax is levied at our own custom-house, the German exportcr 
only receives the same price as formerly, though the English consumer 
pays a higher one. If, therefore, there be any diminution of the quantity 
bought, although a larger sum of money may be actually laid out in the 
article, a smaller one will be due from England to Germany : this sum 
will no lonver be an equivalent for the sum duc from Germany to England 
for cloth, the balance therefore gust be paid in money. Prices will fall 
in Germany and rise in England ; linen will fall in the German market ; 
cloth will rise in the English. The Germans will pay a higher price for 
cloth, and will have smaller money incomes to buy it with; while the 
Enghsh will obtain linen cheaper, that is, its price will exceed what it 
previously was by less than thé amount of the duty, while their means of 
purchasing it will be increased by the increase of their money incomes. 

‘If the imposition of the tax does not dimimish the demand, it will leave 
the trade exactly as it was before. We shall import as much, and export 
as much ; the whole of the tax will be paid out of our own pockets. 

‘ But the :mposition of a tax on a commodity almost always diminishes 
the demand more or less ; and it can never, or scarcely ever, increase the 
demand. It may, therefore, be laid down as a principle, that a tax on 
imported commodities, when it really operates as a tax, and not as a pro- 
hibition either total or partial, almost always falls in part upon the 
foreigners who consume-our goods ; and that this 1s a mode in which a 
nation may appropriate to itself, at the expense of foreigners, a larger 
share than would otherwise belong to it of the increase in the general 
productiveness of the labour and capital of the world, which results from 
the interchange of cqgmmodities among nations.’ 

Those are, therefore, in the mght who maintain that taxes on imports 
are partly paid by foreigners ; but they are mistaken when they say, that 
it is by the foreign producer. It 1s not on the person from whom we buy, 
but on all those who buy from us, that a portion of our custom duties 
spontaneously falls. It 1s the foreign consumer of our exported com- 
modities, who ts obliged to pay a higher price for them because we main- 
tain revenue duties on forcign goods. ¢ 

There are but two cascs in which duties on commodities can in any 
degice, or in any manner, fall on the producer. One 1s, when the article 
is a strict monopoly, and at a scarcity price, The price in this case being 
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only limited by the desires of the buyer; the sum obtained for the re- 
stricted supply being the utmost which the buyers would consent to give 
rather than yo without it; if the treasury intercepts a part of this, the 
price cannot be further raised to compensate for the tax, and it must be 
paid from the monopoly profits. A tax on rare and high priced wines 
will fall wholly on the growers, or rather} on the owners of the vineyards. 
The second case i? which the producer sometimes bears a portion of the 
tax, 1s more important: the case of duties on the produce of land or of 
mines. These might be so high as to diminish materially the demand for 
the produce, and compel the abandonment of some of the inferior qualities 
of land or mines. Supposing this to be the effect, the consumers, both in 
the country itself and in those which dealt with it, would obtain the produce 
at smaller cost ; and a part only, instead of the whole, of the duty would 
fall on the purchaser, who would be indemnified chiefly at the expense of 
the iandowners or mine-owners 1n the producing country. 

Duties on importation may, then, be divided ‘into two classes : those 
which have the effect of encouraging some particular branch of domestic 
industry, and those which have not. The former are purely mischievous, 
both to the country imposing them, and to those with whom it trades. 
They prevent a saving of labour and capital, which, if permitted to be 
made, would be divided in some proportion or other between the im- 
porting country and the countries which buy what that country does or 
might export. : i 

‘The other class of duties are those which do not encourage one mode 
of procuring an article at the expense of another, but.allow interchange to 
take place just as if the duty did not exist, and to produce the saving of 
labour which constitutes the motive to international, as to all other com- 
merce. Of this kind are duties on theimportation of any commodity 
which could not by any possilnlity be produced at home ; and duties not 
sufficiently high to counterbalance the difference of expense between the 
production of the article at home and its importation. Of the money 
which 1s brought into the treasury of any country by taxes of this last 
description, a part only 1s paid by the people of that country ; the re- 
mainder by the foreign consumers of their goods. 

‘Nevertheless, this latter kind of taxcs are in principle as ineligible as 
the former, although not precisely on the same ground. A protecting 
duty can never be a cause of gain, but always and necessarily of loss, to 
the country imposing tt, just so far as it 1s efficacious to its end. A non- 
protecting duty, on the contrary, would in most cases be a source of gain 
to the country imposing it, in so far as throwing part of the weight of its 
taxes upon other people 1sa gain ; but it would be a means which it could 
seldom be advisable to adopt, lcing so easily counteracted by a precisely 
similar proceeding on the other side. 

‘If England, mn the case already supposed, sought to obtain for herself 
more than her natural share of the advantage of the trade with Germany, 
by imposing a duty upon linen, Germany would only have to impose a 
duty upon cloth, sufficient to diminish the demand for that article about 
as much as the demand for linen had been diminished in England by the 
tax. Things would then be as before, and each country would pay its 
own tax. Unless, indeed, the sum of the two duties exceeded the entire 
advantage of the trade; for im that case the trade, and its advantage, 
would cease entirely. 

‘There would be no advantage, theiefore, in imposing duties of this 
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kind, with a view to gain by them in the manner which has been pointed 
out. But when any part of the revenue is derived from taxes on com- 
modities, these may often be as little objectionable as the rest. It is 
evident, too, that considerations of reciprocity, which are quite unessential 
when the matter in debate 1s a piotecting duty, are of material importance 
when the repeal of duties of «his other description is discussed. A 
country cannot be expecied to renounce the power of taxing foreigners, 
unless foreigners will in return practice towards ‘itself the same forbear- 
ance. The only mode in which a country can save itself from being a 
loser by the revenue duties imposed by other countries on its commodities, 
is to impose corresponding revenue duties on theirs. Only it must take 
care that those duties be not so high as to exceed all that remains of the 
advantage of the trade, and put an end to importation altogether, causing 
the article to be either produced at home, or imported from another and 
a dearer market,’ 


CHAPTER V. 
OF SOME OTHER TAXES. 


§ 1. BESIDES direct taxes on income, and taxes on consumption, the 
financial systems of most countries comprise a variety of miscellaneous 
imposts, not strictly included in either class. The modern European 
systems retain many Such taxes, though in much less number and variety 
than those semi-barbarous governments which European influence has 
not yet reached. Ii, some of these, scarcely any incident of life has 
escaped being made an excuse for some fiscal exaction ; hardly any act, 
not belonging to daily routine, can be performed by any one, without 
obtaining leave from some agent of government, which is only granted in 
consideration of a payment: especially when the act requires the aid or 
the peculiar guarantee of a public authority. In the present treatise we 
may confine our attention to such taxes as lately existed, or still exist, in 
countries usually classed as civilized. 

In almost all nations a considerable revenue is drawn from taxes on 
contracts. These are imposed in various forms. One expedient is that 
of taxing the legal instrument which serves as evidence of the contract, 
and which is commonly the only evidence legally admissible. In Eng- 
land, scarcely any contract is binding unless executed on stamped paper, 
which has paid a tax to fovernment ; and when the contract relates to 
property the tax rises, though in an irregular manner, with the pecuniary 
value of the property. There are also stamp duties on the legal instru- 
ments which are evidence of the fulfilment of contracts ; such as acknow- 
ledgments of receipt, and deeds of release, Taxes on contracts are not 
always levied by means of stamps, The duty on sales by auction, 
abrogated by Sir Robert Peel, was an instance in point. The taxes on 
transfers of landed property, in France, are another: in England these 
are stamp-duties. In some countries, contracts of many kinds are not 
valid unless registered, and their registration is made an occasion for a tax. 

Of taxes on contracts, the most important are those on the transfer of 
property ; chiefly on purchases and sales. Taxes on th2 sale of con- 
sumable commodities are simply taxes on those commodities. If they 
éilect only some particular commodities, they raise the prices of those 
commodities, and are paid by the consumer. If the attempt were 1 
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to tax all purchases and sales, which, however absurd, was for centuries 
the law of Spain, the tax, if it could be enforced, would be equivalent to a 
tax on all commodities, and would not affect prices: if levicd from the 
sellers, it would be a tax on profits, if from the buyers, a tax on consump- 
tion ; and neither class could throw the burthen upon the other. If con- 
fined to some one mode of sale, as for example by auction, it discourages 
recourse to that: méde, and if ef any material amount, prevents it from 
being adopted at all, unfess in a case of emergency ; in which case as 
the seller is under a necessity to sell, but the buyer under no necessity to 
buy, the tax falls on the seller ; and this was the strongest of the obiections 
to the auction duty : it almost always fell on a necessitous person, and in 
the very crisis of his necessities. 

Taxes on the purchase and sale of land are, in most countries, liable to 
the same objection. Landed property in old countries is seldom paited 
with, except from reduced circumstances, or some urgent need: the 
seller, therefore, must take what he can get, while the buyer, whose object 
is an investment, makes his calculations on the interest which he can 
obtain for his moncy in other ways, and will not buy if he 1s charged with 
a government tax on the transaction. It has indeed been objected, that 
this argument would not apply if all modes of permanent investment, such 
as the purchase of government secunities, shares in joint-stock companies, 
mortgages, and the likg, were subject to the same tax. But even then, if 
paid by the buyer, it would be equivalent toa tax on interest : if sufficiently 
heavy to be of any importance, it woula d'sturb the established 1elation 
between interest and profit; and the disturbance would redress itself by 
arise in the rate of mterest, and a fall of the price of land and of all 
securities. It appears to me, therefore, that the seller is the person by 
ates such taxes, unless under peculiar, circumstances, will always be 

orne. 

All taxes must be condemned which throw obstacles in the way of the 
sale of land, or other instruments of production. Such sales tend 
naturally to render the property more productive. The seller, whether 
moved by necessity or choice, is probably some one who is either without 
the means, or without the capacity, to make the most advantageous use 
of the property for productive purposes ; while the buyer, on the other 
hand, is at any rate not needy ; and is probably a person both inclined 
and able to improve the property, since, as it 1s worth more to such a 
person than to any other, he 1s likely to offer the highest price for 1t. All 
taxes, therefore, and all difficulties and expenses, annexed to such con- 
tracts, are decidedly detrimental; especially in the case of land, the 
source of subsistence, and the original foundation of all wealth, on the 
improvement of which, therefore, so much depends. Too great facilities 
cannot be given to enable lana to pass into the hands, and assume the 
modes of aggregation or division, most conducive to its productiveness. 
If landed properties are too large, alienation should be free, in order that 
they may be subdivided ; if too small, in order that they may be united. 
All taxes on the transfer of landed property should be abolished ; but, as 
the landlords have no claim to be relieved from any reservation which the 
state has hitherto made in xs own favour from tke amount of their rent, 
an annual impo8t equivalent to the average produce”of these taxes should 
be distiibuted over the land generally, in the form of a land-tax.* 


* In our own country, the taxes on contracts are the more objectionable, be- 
cause, with that tendency to spare the rich which pervades our financial system, 
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Some of the taxes on contracts are veryepernicious, imposing 4 virtual 
penalty upon transactions which it ought to be the policy of the legislator 
to encourage. Of this sort is the stamp duty on leases, which in a 
country of large properties are an essential condition of good agriculture ; 
and the tax on insurances, a direct discouragement to prudence and fore- 
thought. In the case of fire ifisurances, the tax is exactly double the 
amount of the premium of insurance on cgmmon risks’; so that the person 
insuring 1s obliged by the government to pay for the insurance just thiee 
times the value of the risk. If this tax existed in France, we should not 
see, as we do in some of her provinces, the plate of an insurance company 
on almost every cottage or hovel. This, indeed, must be ascitbed to the 
provident and calculating habits produced by the dissemination of pro- 
perty through the labouring class: but a tax of so extravagant an amount 
would be a heavy drag upon any habits of providence. 

§ 2. Nearly allied to the taxes on contracts, are those on communica- 
tion. The principal of these 1s the postage tax ; to which may be added 
the tax on advertiscments, and that on newspapeis, which are taxes on 
the communication of information. 

The common mode of levying a tax on the conveyance of letters, is by 
making the government the sole authorized carner of letters, and demand- 
ing a monopoly price. When this price 1s so moderate as it 1s in this 
country under the uniform penny postage, scarcely if at all exceeding what 
would be charged under the freest competition by any private company, 
they are proportionately much heavier on the smaller tiansactions. Many stamp 
duties do not profess to be ad valorem, but are fixed charges, whether the amount 
of the transaction be great or small. With respect to those which do pretend to 
be ad valorem ; ‘ of the stamps on conveyances, the lowest, which attaches where 
the purchase money does not amount to 20/., 1s Jos, ; where the purchase money 
amounts to 20/, and not to 50/., 1/.; where 50/, and not amounting to I50/., 
1/, ros. ; and there are twenty-thice other enumerated stamps, rising in amount by 
unequal steps, the highest being 1000/., where the purchase money 1s 100,000/., 
beyond which, however high the purchase money may rise, the tax does not in- 
crease... . In the case of a 20/. purchase of freehold, the duty 1s 2/4, or 10 per 
cent. on the value ; while on the 200,000/ or 300,000/, purchase (as on all convey- 
ances of 1§0/. and upwards), the stamp 1s only 14 15§s., a fraction of the value too 
inconsiderable to deserve notice, It often happens also in conveyances of 
properties of small amount, that besides this conveyance, other deeds are required, 
as assignments or surrenders of terms, and covenants for the production of title 
deeds : and the stamps on these deeds are the same whether the purchase 1s 20/, 
or 20,000/.’ In the stamp duties on bonds and mortgages, the equality 3s still 
more glaring ; the ratecad valorem being ‘ eighty times as great on the security for 
50/7. as on that for 100,000/,’—AM'Culloch on Taxation, pp. 277-80. And in 
another place, ‘The stamp duties in their praesent form wholly want that com- 
pensating quality which has often been ascribed to them (and with which they 
might be endowed) of giving increased security to transactions. On the contrary, 
one would think they had been intended to serve as decoys with which to entrap 
parties, and force them into the courts, The difficulty which they create of 
determining what is and what is not a proper stamp, is itself a most prolific source 
of uncertainty, and consequently of litigation and expense’ (p. 276). We may 
well add, with the same writer (p, 281), ‘it will be curious to see how long the 
present system will be permitted to continue,’ 

It is a characteristic fact, that while the sale of land is taxcd, its settlement, 
which prevents it from being sold, is one of the few legal tiansactions which are 
not liable to any tax. 
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it can hardly be considered as taxation, but rather as the profits of a 
business ; whatever excess there is above the ordinary profits of stock 
being a fair result of the saving of expense, caused by having only one 
establishment and one set of arrangements for the whole country, instead 
of many competing ones. The business, too, being one which both can 
and ought to be conducted on fixed rules, is one of the very few 
businesses which itis not unsuitable to a government to conduct. The 
post-office, therefore, is gt prefent one of the best of the sources from 
which this country derives its revenue. But a postage much exceeding 
what would be paid for the same service in a system of freedom, 1s not a 
desirable tax. Its chef weight falls on letters of business, and increases 
the expense of mercantile relations between distant places. It is like an 
attempt to raise a large revenue by heavy tolls: it obstiucts all operations 
by which goods are conveyed from place to place, and discourages the 
production of commodities in one place for consumption im another ; 
which is not only in itself one of the greatest sources of economy of 
labour, but 1s a necessary condition of almost all improvements in produc- 
tion, and one of the strongest stimulants to industry. 

A tax on advertisements 1s not free from the same objection, since in 
whatever degree advertisements are useful to business, by facilitating the 
coming together of the dealer or producer and the consumer, in that same 
degree, if the tax be high enough to be a serious discouragement to ad- 
vertising, it prolongs t&e period during which goods remain unsold and 
capital locked up in idleness. In this cpuntry,the amount of the duty is 
modcrate, and the abuse of advertising, which is quite as ccnspicuous as 
the use, renders the abolition of the tax, though nght én principle, a matter 
of less urgency than it might otherwise be deemed. 

A tax on newspapers 1s objectionable, not so much where it does fall 
as where it does not, that 1s, where it prevents newspapers from being used. 
To the generality of those who now buy them, newspapers are a luaury, 
which they can as well afford to pay for as any other indulgence, and which 
1s as uneaceptionable a source of revenue. Dut to that large part of the 
community who have been taught to read, but have received little other 
intellectual education, newspapers are the source of nearly all the general 
information which they possess, and of nearly all their acquaintance 
with the ideas and topics current among mankind ; and an interest is 
morc easily excited in newspapers, than in books, or other more recondite 
sources of instruction. Newspapcrs do so little, and generally attempt so 
little, in the origination of uscful ideas, that mary persons undervalue the 
importance of their office m disseminating those ideas; in correcting 
many prejudices and superstitions, and keeping up that habit of discus- 
sion, and interest in public concerns, the absence of which 1s a great 
cause of the stagnation of ming usually found in the lower and middle, if 
not in all, ranks, of those countries-where newspapers of an important or 
interesting character do not exist. There ought to be no taxes which 
render this great’ diffuser of ideas, of mental excitement, and mental 
exercise, less accessible to that portion of the public which most needs to 
be carried, as it were, out of itself, into a region of ideas and interests 
beyond its own limited horizon. 

§ 3. In the gnumeration of bad taxes, a conspicuous place must be 
assigned to law taxes ; which extract a revenue for the state from the 
various operations involved in an application to the tribunals. Like all 
needless expenses attached to law proceedings, they are a tax on redress, 
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and therefore a premium on injury. Although such taxes have been 
abolished in this country as a general source of revenue, they still exist 
in the form of fees of court, for defraying the expense of the courts of 
justice ; under the idea, apparently, that those may fairly be required to 
bear the expenses of the administration of justice, who reap the benefit 
of it. The fallacy of this doctrine was powerfully exposed by Bentham. 
As he remarked, those who are under the necessity,of going to law, are 
those who benefit least, not most, by the law and its administration. 
To them the protection which the law affords has not been complete, 
since they have been obliged to resort to a court of justice to ascer- 
tain their rights, or maintain those rights against infringement : while the 
remainder of the public have enjoyed the immunity from injury con- 
ferred by the law and the tribunals, without the inconvenience of an 
appeal to them. 

§ 4. Besides the general taxes of the state, there are in all or most 
countries local taxes to defray any expenses of a public nature which it 
is thought best to place under the control or management of a local 
authority. Some of these expenses are incurred for puiposes in 
which the particular locality is solely or chiefly interested; as the 
paving, cleansing, and lighting of the streets ; or the making and repair- 
ing of roads and bridges, which may be important to people from any 
part of the country, but only in so far as they, or goods belonging to 
them, pass along the roads or over the bridges.“ In other cases again, 
the expenses are of a kind as nationally important as any others, but are 
defrayed locally, because supposed more likely to be well administered by 
local bodies : as in England, the relief of the poor and the support of 
gaols, and in some other countries of schools. To decide for what public 
objects local superintendence is best suited, and what are those which 
should be kept immediately under the central government, or under a 
mixed system of local management and central superintendence, is a 
question not of political economy, but of administration. It is an im- 

ortant principle, however, that taxes imposed by a local authority, being 
ess amenable to publicity and discussion than the acts of the govern- 
ment, should always be special—laid on for some definite service, and 
not exceeding the expense actually incurred in rendering the service. 
Thus limited, 1t is desirable, whenever practicable, that the burthen should 
fall on those to whom the service is rendered; that the expense, for 
instance, of roads and bridges, should be deftayed by a toll on passengers 
and goods conveyed by them, thus dividing the cost between those 
who use them for pleasure or convenience, and the consumers of the 
goods which they enable to be brought to and from the market at a 
diminished expense. When, however, the tolls have repaid with interest 
the whole of the expenditure, the road or‘ bridge should be thrown open 
frec of toll, that it may be used also by those to whom, unless open 
gratuitously, it would be valueless; provision being made for repairs 
either from the funds of the state, or by a rate levied on the localities 
which reap the principal benefit. 

In England, almost all local taxes are direct, (the coal duty of the Cit 
of London, and a fey similar imposts, being the chief exceptions) 
although the greatest part of the taxation for general purposes 1s indirect. 
On the contrary, in France, Austria, and other countries where direct 
taxation is much more largely employed by the state, the local expenses 
of towns are principally defrayed by taxes levied on commodities when 
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entering them. These indirect taxes are much more objectionable in 
towns than on the frontier, because the things which the country supplies 
to the towns are chicfly the necessaries of life and the matetials of manu- 
facture, while, of what a country imports from fo1eign countries, the 
greater part usually consists of luxuries. An octroi cannot produce a 
large revenue, without pressing severely upon the labouring classes of 
the towns; unless gheir wages rise proportionally, in which case the tax 
falls in a great measuwe on the consumers of town produce, whether 
residing in town or country, since capital will not remain in the towns if 
its profits fall beyond their ordinary proportion as compared with the 
rural districts, 


CHAPTER VI. 
COMPARISON BETWEEN DIRECT AND INDIRECT TAXATION. 


§ 1. ARE direct or indirect taxes the most eligible ? This question, at all 
times interesting, has of late excited a considerable amount of discussion. 
In England there is a popular feeling, of old standing, in favour of 
indirect, or it should rather be said 1n opposition to direct, taxation. The 
feeling is not grounded on the merits of the case, and 1s of a rather puerile 
kind. An Englishmaw detests, not so much the payment as the act of 
paying. He dislikes secing the face of the tax-collector, and being 
subjected to his peremptory demand. Perhaps, too, the money which he 
is required to pay directly out of Ins pocket is the qnly taxation which he 
is quite sure that he pays at all. That a tax of two shillings per pound on 
tea, or of three shillings per bottle on wine, raises the price of each pound . 
of tea and bottle of wine which he consumes, by that and morc than that 
amount, cannot indeed be denied ; it is the fact, and Is intended to be so, 
and he himself, at times, is perfectly aware of it ; but it makes hardly any 
impression on his practical feelings and associations, serving to illustrate 
the distinction between what 1s merely known to be true and what is felt 
to beso. The ‘ignorant impatience’ of direct taxation, contrasted with 
the easy manner in which the public consent to Iet themselves be flecced 
in the prices of commodities, has generated in many friends of improve- 
ment a directly opposite mode of thinking to the foregoing. They contend 
that the very reason which makes direct taxation disagreeable, makes it 
igi arte Under it, every one knows how nyich he really pays ; and if 

e votes for a war, or any other expensive national luxury, he does so 
with his eyes open to what it costs him. If all taxes were direct, 
taxation would be much more odious than at present; and there would 
be a security, which now there is not, for economy in the public 
expenditure. . 

Although this argument is not without force, too much stress, I cannot 
but think, is laid 6n it: for, in the first place, its weight is hkely to be 
constantly diminishing. The real incidence of indirect taxation 1s every 
day more generally understood and more familiarly recognised: and 
whatever else may be said of the progressive changes which are taking 
place in the tendencies of the human mind, it tan scarcely, I think, be 
denied, that things are more and more estimated according to their 
calculated value, and’ less according to their non-essential accompani- 
ments, The mere distinction, therefore, between paying money directly 
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to the tax-collector, and contributing the same sum through the inter- 
vention of the tea-dealer or the wine-merchant, wil! not continue to make 
the whole difference between dishke or opposition, and passive acquies- 
cence. But further, while this infirmity of the popular mind subsists, the 
argument grounded on it tells partly on the other side of the question. 
If our present revenue of above fifty milhons were all raised by duect 
taxes, an intense dissatisfaction would certainly arise at having to pay so 
much ; but while men’s minds are so hittle guided by reason, as such a 
change of feclng from so irrelevant a cause would imply, 1t may be 
doubted if so great an aversion to taxation would not produce more evil 
than good. Of the fifty millions in question, nearly thirty are pledged, 
under the most binding obligations, to those whose capital has been 
borrowed and spent by the state: and while this debt remams unie- 
deemed, a greatly increased impatience of taxation would involve no little 
danger of a breach of faith, similar to that which, in the defaulting states 
of America, has been produced, and in some of them still continues, from 
the same cause. ‘That part, indeed, of the public expenditure which is 
devoted to the maintenance of civil and military establishments, 1s still, in 
miany cases, unnecessarily profuse, but though the total amount will bear 
great reduction, many items certainly require increase. There is hardly 
any public reform or improvement of the first rank, proposed of late 
years, and still remaining to be effected, which would not probably 
require, at least for a time, an increased instead of a diminished appropri- 
ation of public money. Whether the object be popular education ; 
emigration and colonization; a more efficient and accessible adminuis- 
tration of justice ; a more judicious treatment of criminals ; 1mprovement 
in the condition of soldiers and sailors ; a mote effective police ; reforms 
of any kind which, like the Slave Emancipation, require compensation to 
individual interests ; or, finally, what 1s as important as any of these, the 
entertainment of a sufficient staff of able and highly-educated public 
servants, to conduct in a better than the present awkward manner the 
business of legislation and administration. every one of these things 
implies considerable expense, and many of them have again and agam 
been prevented by the reluctance which existed to apply to Parliament 
for an increased grant of public money, though the cost would be repaid, 
often a hundred-fold, in mere pecuniary advantage to the community 
generally. | fear that we should have to wait long for most of these things, 
i‘ taxation were as odious as it probably would be if it weie exclusively 
irect. 

There is, however, a frequent plea jn support of indirect taxation, 
which must be altogether reyected, as grounded on a fallacy. We are often 
told that taxes on commodities are less burdensome than other taxes, 
because the contributor can escape from them by ceasing to use the taxed 
commodity. He certainly can, if that be his object, deprive the govern- 
ment of the money ; but he does so by a sacrifice of his own indulgences, 
which (1f he chose to undergo it) would equally make up to him for the 
same amount taken from him by direct taxation. Suppose a tax laid on 
wine, sufficient to add five pounds to the price of the quantity of wine 
which he consumes in a year. He has only (we are told) to diminish his 
consumption of wine by 5/., and he escapes the burden., True: but if 
the 52, instead of being laid on wine, had been taken from him by an 
income-tax, he could, by expending 5/. less in wine, equally save the 
amount of the tax, so that the difference between the two cases is really 
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illusory. If the government takes from the contributor five pounds a year, 
whether in one way or anothér, exactly that amount must be retrenched 
from his consumption to Jeave him as well off as before ; and in either 
ed the same amount of sacrifice, neither mote nor less, 1s imposed on 
1m. 

On the other hand, it is a real advantage on the side of indirect taxes, 
that what they exact from the contributdr 1s taken at a time, and in a 
manncr, likely to b€ conyeniensto him. It is paid at a time when he has 
at any rate a payment to make ; it causes, therefore, no additional trouble, 
nor any inconvenience but what 1s inseparable from the payment of the 
amount. He can also, except in the case of very perishable articles, 
select his own time for laying in a stock of the commodity, and conse- 
quently for payment of the tax The producer or dealer who advances 
these taxes, 1s, indeed, sometimes subjected to inconvenience ; but, in the 
case of imported goods, this inconvenience is reduced to a minimum by 
what is called the Warehousing System, under which, instead of paying 
the duty at the time of importation, he is only required to do so when 
he takes out the goods for consumption, which 1s seldom done until he 
has either actually found, or has the prospect of immediately finding, a 
purchaser. 

The decisive objection, however, to raising the whole or the greater part 
of a large revenue by direct taxes, is the impossibility of assessing them 
fairly. In the case of an income-tax, I have pointed out that the burthen 
can never be apportioned with any tolerable approach to fairness upon 
those whose incomes are derived from 4 business or profession; and this 1s 
in fact admitted by most of the advocates of sot taxation, who, I am 
afraid, generally get over the difficulty by leaving those classes untaxed, 
and confining their projected income-tax to ‘realized property,’ in which 
form it certainly has the merit of being a very easy form of plunder. But 
enough has been said in condemnation of thisexpedient. We have seen, 
however, that a house-tax 1s a form of direct taxation not hable to the 
same objections as an income-tax, and indced lable to as few objections 
of any kind as perhaps any of our indirect taxes. But it would be im- 
possible to raise, by a house-tax alone, the greatest part of the revenue 
of Great Britain, without producing a very objectionable over-crowding 
of the population, through the strong motive which all persons would 
have to avoid the tax by restricting their house accommodation. Besides, 
even a house-tax has inequalities, and consequently injustices ; no tax is 
exempt from them, and it 1s neither just nor politic to make all the in- 
equalities fall in the same places, by calling upon one tax to defray the 
whole or the chief part of the public expenditure. So much of the local 
taxation, in this country, being already in the forfn of a house-tax, it is 
probable that ten millions a year would be fully as much as could 
beneficially be levied, through this medium, for géneral purposes. 

A certain amount of revenue may, as we have secn, be obtained with- 
out injustice by a®peculiar tax on rent. Besides the present land tax, and 
an equivalent for the revenue now derived from stamp duties on the 
conveyance of land, some further taxation might, I have contended, at 
some future period be imposed, to enable the state to participate in the 
progressive igcrease of the incomes of landlords from natural causes. 
Legacies and inheritances, we have also seen, ought to be subjected to 
taxation sufficient te yield a considerable revenue. With these taxes, 
and a house-tax of suitable amount, we should, | think, have reached the 
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prudent limits of direct taxation, save in a national emergency so urgent 
as to justify the government in disregarding the inequality and unfairness 
inseparable from every practicable form of income-tax. The remainder 
of the revenue would have to be provided by taxes on consumption, and 
the question is, which of these are the least obyectionable. 

§ 2, There are some forms of indirect taxation which must be peremp- 
torily excluded. Taxes on cormodities, for revenue purposes, must not 
operate as protecting duties, but must be ¢evied impaftially on every mode 
in which the articles can be obtained, whether produced in the country 
itself, or imported. An exclusion must also be put upon all taxes on the 
necessaries of life, or on the materials or instruments employed in pro- 
ducing those necessaries. Such taxes are always lable to encroach on 
what should be left untaxed, the incomes barely sufficient for healthful 
existence ; and on the most favourable supposition, namely, that wages 
rise to compensate the labourers for the tax, it operates as a peculiar tax 
on profits, which 1s at once unjust, and detrimental to national wealth.* 
What remain are taxes on luxunes. And these have some properties 
which strongly recommend them. In the first place, they can never, by 
any possibility, touch those whose whole income 1s expended on neces- 
saries; while they do reach those by whom what 1s required for neces- 
saries, 1s expended on indulgences. In the next place, they operate in 
some cases as a useful, and the only useful, kind of sumptuary law. _I dis- 
claim all asceticism, and by no means wish to see discouraged, either by 
law or opinion, any indulgence (consistent with the means and obligations 
of the person using it) which is sbught from a genuine inclination for, and 
enjoyment of, the thing itself; but a great portion of the expense of the 
higher and middle ciasses in most countries, and the greatest in this, is 
not incurred for the sake of the pleasure afforded by the things on which 
the money 1s spent, but from regard to opinion, and an idea that certain 
expenses are expected from them, as an appendage of station ; and I 
cannot but think that expenditure of this soit 1s a most desirable subject 
of taxation. If taxation discourages it, some good is done, and if not, no 
harm ; for in so far as taxes are levied on things which are desired and 

ossessed from motives of this description, nobody is the worse for them. 

Vhen a thing is bought not for its use but for its costliness, cheapness is 
no recommendation. As Sismondi remarks, the consequence of cheapen- 
ing articles of vanity, is not that less 1s expended on such things, but that 
the buyers substitute for the cheapened article some other which is more 
costly, or a more elaborate quality of the same thing ; and as the inferior 
quality answered the purpose of vanity equally well when it was equally 
expensive, a tax on the article would really be paid by nobody: it would 
be a creation of publr< revenue by which nobody would lose.t 


* Some argue that the materials and instrumeuts of all production should be ex- 
empt from taxation ; but these, when they do not enter into the production of 
necessaries, seem aS proper sulyects of taxation as the finished article. It is 
chiefly with reference to foreign trade, that such taxes have been considered in- 
jurious. Internationally speaking, they may be Jooked upon as export duties, and, 
unless in cases in which an export duty is advisable, they should be accompanied 
with an equivalent drawback on exportation. But there 1s no sufficient reason 
against taxing the materials.,and instruments used in the productjon of anything 
which is itself a fit object of taxation. 

t ‘ Were we to suppose that diamonds could only be procured from one pare 
ticular and distant country, and pearls from another, and were the produce of the 
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§ 3. In order to reduce as much as possible the inconveniences, and 
increase the advantages, incident to taxes on commodities, the following 
are the practical rules which suggest themselves. ist. To raise as large 
@ revenue as conveniently may be, from those classes of luxuries which 
have most connexion with vanity, and least with positive enjoyment ; 
such as the more costly qualities of all kinds of personal equipment and 
ornament. 2ndly. Whenever possible, to demand the tax, not from the 
producer, but directly fyom tXe consumer, since when levied on the 
producer it raises the price always by more, and often by much more, 
than the mere amount of the tax. Most of the minor assessed taxes in 
this country are recommended by both these considerations. But with 
regard to horses and carriages, as there are many persons to whom, from 
health or constitution, these are not so much luxuries as necessaries, the 
tax paid by those who have but one riding horse, or but one carriage, 
especially of the cheaper descriptions, should be low; while taxation 
should rise very rapidly with the number of horses and carriages, and 
with their costliness. 3rdly. But as the only indirect taxes which yield a 
large revenuc are those which fall on articles of universal or very general 
consumption, and as it is therefore necessary to have some taxes on real 
luxuries, that is, on things which afford pleasure in themselves, and are 
valued on that account rather than for their cost; these taxes should, if 
possible, be so adjusted as to fall with the same proportional weight on 
small, on moderate, and on large incomes. This 1s not an easy matter ; 
since the things which are the subjects 9f the gore productive taxes, are 
in proportion more largely consumed by the poorer members of the com- 
munity than by the nich. Tea, coffee, sugar, tobaaco, fermented drinks, 
can hardly be so taxed that the poor shall not bear more than their due 





mines in the former, and of the fishery in the datter, from the operation of natural 
causes, to become doubly difficult to procute, the effect would meiely be that in 
time half the quantity of diamonds and pearls would be sufficient to mark a certain 
opulence and rank, that it had before been necessary to employ for that purpose. 
The same quantity of gold, or some commodity reducible at last to labour, would 
be required to produce the now reduced amount, as the former larger amount. 
Were the difficulty interposed by the regulations of legislators... . it could 
rake no difference to the fitness of these articles to serve the purposes of vanity.’ 
Suppose that means were discovered whereby the physiological process which 
generates the pearl might be induced ad /zbztum, the result being that the amount 
of labour expended in procuring each pearl came to be only the five-hundredth 
part of what it was before. ‘The ultimate effect of such a change would depend 
on whether the fishery were free or not. Were it free to all, as pearls could be 
got simply for the labour of fishing for them, a string of them might be had for a 
few pence. The very poorest class of society could ther€fore afford to decorate 
their persons with them. They would thus soon become extremely vulgar and 
unfashionable, and so at last valueless. If, however, We suppose that instead of 
the fishery being free, the legislator owns and has complete command of the place, 
where alone pearls are to be procured ; as the progress of discovery advanced, he 
might impose a duty on them equal to the diminution of labour necessary to procure 
them. ‘They would then be as much esteemed as they were before. What simple 
beauty they have would remain unchanged. The difficulty to be surmounted in 
order to obtain them would be different, but equally great, and they would there- 
fore equally serve to mark the opulence of those who’ possessed them.’ The net 
revenue obtained by such a tax ‘would not cost the society anything. If not 
abused in its application, it would be a clear addition of so much to the resources 
of the community,’—Rae, New Principles of Polttical Economy, pp. 369-71, 
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share of the burthen. Something might be done by making the duty on 
the superior qualities, which are used by the richer consumers, much 
higher in proportion to the value, (instead of much lower, as 1s almost 
universally the practice under the present English system) ; but in some 
cases the difficulty of at all adjusting the duty to the value, so as to 
prevent evasion, 1s said, with what truth I know not, to be insuperable ; 
so that it is thought necessary to levy the same fixed duty on all the 
qualities alike: a flagrant injustice to the poorer Ciass of contributors, 
unless compensated by the eaistence of other faxes from which, as from 
the present income-tax, they are altogether exempt. 4thly. As far as is 
consistent with the preceding rules, taxation should rather be concentrated 
on a few articles than diffused over many, in order that the expenses of 
collection may be smaller, and that as few employments as possible may 
be burthensomely and veaatiously interfered with. 5thly. Among luxuries 
of general consumption, taxation should by preference attach itself to 
stimulants, because these, although in themselves as legitimate and 
as beneficial indulgences as any others, are more hable than most others 
to be used 1n excess, so that the check to consumption, naturally arising 
from taxation, 1s on the whole better applied to them than to other things. 
6thly. As far as other considerations permit, taxation should be confined 
to imported articles, since these can be taxed with a less degree of 
vexatious interference, and with fewer incidental bad effects, than when 
a tax 1s levied on the field or on the workshop. Cystom duties are, cvferis 
paribus, much less objectionable than excise. but they must be laid only 
on things which either cahnot, of at least will not, be produced in the 
country itself; or else their production there must be prohibited (as in 
England 1s the case‘ with tobacco), or subjected to an excise duty of 
equivalent amount 7thly. No tax ought to be kept so high as to furnish 
a motive to Its evasion, too strong to be counteracted by ordinary means 
of prevention . and especially no commodity should be taaed so highly as 
to raise up a class of lawless characters, smugglers, illicit distillers, and 
the like. 

Among the excise and custom duties now existing in this country, some 
must, on the principles we have laid down, be altogether condemned. 
Among these are all duties on ordinary articles of food, whether for human 
beings or for cattle; those on bricks and timber, the former as being 
vexatious, and both as falling on the materials of lodging, which 1s one of 
the necessaries of life ; all duties on the metals, and on implements made 
of them ; the tax on soap, which 1s a necessary of cleanliness, and on 
tallow, the maternal both bf that and of other necessanes; the tax on 
papers an indispensable instrument of almost all business and of most 

inds of instruction ‘but ornamental paper, for hangings, and similar 
purposes, might continue to be taxed. The duties which yield the greatest 
part of the customs and excise revenue, those on sugar, coffee, tea, wine, 
beer, spirits, and tobacco, ate in themselves, where a large amount of 
revenue is necessary, extremely proper taxes; but at present grossly 
unjust, from the disproportionate weight with which they press on the 
poorer classes ; and some of them (those on spirits and tobacco) are so 
high as to cause an enormous amount of smuggling. It is probable that 
most of these taxes would, bear a great reduction without any material loss 
of revenue. In what manner the finer articles of manufacture, consumed 
by the rich, might most advantageously be taxed,:I must leave to be 
decided by those who have the requisite practical knowledge. The 
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difficulty would be, to effect it without an inadmissible degiee of inter- 
ference with production. In countries which, like the United States, 
import the principal part of the finer manufactures which they consume, 
there is little difficulty in the matter: and even where nothing 1s im- 
ported but the raw material, that may be taxed, especially the qualities of 
it which are exclusively employed for thg fabrics used by the ncher class 
of consumers. Thys, in England a high custom duty on raw silk would 
be consistent with principle ; aAd 1t might perhaps be practicable to tax 
the finer qualities of cofton or linen yarn, whether spun in the country 
itself or imported, 


CHAPTER VII. 
OF A NATIONAL DELT. 


§ 1. THE question must now be considered, how far it 1s right or 
expedient to raise moncy for the purposes of government, not by laying 
on taxes to the amount requned, but by taking a portion of the capital of 
the country in the form of a loan, and charging the public revenue with 
only the interest. Nothing needs be said about providing for temporary 
wants by taking up money, for instance by an issue of exchequer bills, 
destined to be paid offpat furthest in a yeai or two, from the proceeds of 
the existing taxes. This 1s a convenient expedient, and when the govern- 
ment does not possess a treasure or hoard, 1s often a necessary one, on 
the occurrence of extraordinary expenses, or of a teraporary failure in the 
ordinary sources of revenue. What we have to discuss 1s the propriety of 
contracting a national debt of a permanent character; defraying the 
expenses of a war, or of any season of difficulty, by loans, to be 1edeemed 
either very giadually and at a distant period, or not at all. 

This question has been already touched upon in the First Book.* We 
there remarked, that if the capital taken 1n loans 1s abstracted from funds 
either engaged in production, or destined to be employed in it, their 
diversion from that purpose 1s equivalent to taking the amount from the 
wages of the labouring classes. Borrowing, in this case, 1s not a substitute 
for raising the supphes within the year. A government which borrows 
does actually take the amount within the year, and that too by a tax 
exclusively on the labouring classes; than which it could have done 
nothing worse, 1f it had supplicd its wants bysavowed taxation ; and in 
that case the transaction, and its evils, would have ended with the 
emergency ; while by the circuitous mode adopted, the value exacted fiom 
the labourers 1s gained, not by the state, but by the employers of labour, 
the state remaining charged vaith the debt besides, and with its interest 
in perpetuity. The system of public loans, in such circumstances, may 
be pronounced the very worst which, in the present state of civilization, is 
still included in the catalogue of financial expedients. 

We however remarked that there are other circumstances in which 
loans are not chargeable with these pernicious consequences : namely, 
first, when what 1s borrowed is foreign capital, the overflowings of the 
general accumylation of the world ; or, secondly,’when it 1s capital which 
either would not have been saved at all unless this mode of investment 
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had been open to it, or, after being saved, would have been wasted in un- 
Tate enterprises, or sent to seek employment in foreign countries. 
Vhen the progress of accumulation has reduced profits either to the 
ultimate or to the practical minimum—to the rate, less than which would 
either put a stop to the increase of capital, or send the whole of the new 
accumulations abroad; government may annually intercept those new 
accumulations, without trenching on the employment or wages of the 
labouring classes in the country itself, of perheps in any other country. 
To this extent, therefore, the loan system may he carried, without being 
lable to the utter and peremptory condemnation which is due to 1¢ when 
it overpasses this limit. What is wanted is an index to determine 
whether, in any given series of years, as during the last war for example, 
the limit has been exceeded or not. 

Such an index exists, at once a certain and an obvious one. Did the 
government, by its loan operations, augment the rate of interest? If it 
only opened a channel for capital which would not otherwise have been 
accumulated, or which, if accumulated, would not have been employed 
within the country; this imphes that the capital, which the government 
took and expended, could not have found employment at the existing rate 
of interest. So long as the loans do no more than absorb this surplus, 
they prevent any tendency to a fall of the rate of interest, but they cannot 
occasion any rise. When they do raise the rate of inteiest, as they did in 
a most extraordinary degree during the late war, fais is positive proof that 
the government 1s a competitor for capital with the ordinary channels of 
productive investment, and is catrying off, not merely funds which would 
not, but funds which‘would, have found productive employment within the 
country. To the full extent, therefore, to which the loans of government, 
during the last war, caused the rate of interest to exceed what it was 
before, and what it has been sifhce, those loans cannot be relieved from 
the severest condemnation. If 1t be objected that interest only rose because 
profits rose, I reply that this does not weaken, but strengthens, the argu- 
ment. Ifthe government loans produced the rise of profits by the great 
amount of capital which they absorbed, by what means can they have had 
this effect, unless by lowering the wages of labour? It will perhaps be said, 
that what kept profits high during the war was not the drafts made on the 
national capital by the loans, but the rapid progress of industrial improve- 
ments. This, in a great measure, was the fact ; and it no doubt alleviated 
the hardship to the labouring classes, and made the financial system 
which was pursued less actively mischievous, but not at all less indefen- 
sible. These very improvements in industry, made room for a larger 
amount of capital ; and the government, by draining away a great part of 
the annual accumulations, did not indeed prevent that capital from 
existing ultimately, (for it started into ex#stence with great rapidity after 
the peace,) but prevented it from existing at the time, and subtracted just 
so much, while the war lasted, from distribution among productive 
labourers. If the government had abstained from taking this capital by 
loan, and had allowed it to reach the labourers, but had raised the 
supplies which it required by a direct tax on the labouring classes, it 
would have produced the very same economical effects, in every respect, 
which it did produce, except that we should not now have had the debt. 
The course it actually took was therefore worse, by the whole of that 
great fact, than the very worst mode which it could possibly have adopted 
of raising.the supplies within the year. 
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When government loans are limited to the overflowings of the national 
capital, or to those accumulations which would not take place at all unless 
suffered to overflow, they are at least not lable to this grave condemnation : 
they occasion no privation to any one at the time, except by the payment 
of the interest, and may even be beneficial to the labouring class during the 
term of their expenditure, by employing in the direct purchase of labour, as 
that of soldiers, sailors, etc., funds which might otherwise have quitted the 
country altogether. In this caSe therefore the question really is, what it 
is commonly supposed tg be in all cases, namely, a choice between a great 
sacrifice at once, and a small one indefinitely prolonged. On this matter 
It seems rational to think, that the prudence of a nation will dictate the 
same conduct as the prudence of an individual ; to submit to as much of 
the privation immediately, as can easily be borne, and only when any 
further burthen would distress or cripple them too much, to provide for the 
remainder by mortgaging their future income. It is an excellent maxim to 
make present resources suffice for present wants ; the future will have its 
own wants to provide for. On the other hand, it may reasonably be taken 
into consideration that in an improving country the necessary expenses of 
government do not increase in the same ratio as capital or population ; 
any burthen, therefore, 1s always less and less felt : and since those extra- 
ordinary expenses of government which are fit to be incurred at all, are 
mostly beneficial beyond the existing generation, there is no injustice in 
making posterity pay aspart of the price, if the inconvenience would be 
extreme of defraying the whole of it by ¢he exertions and sacrifices of the 
generation which first incurred it. 

§ 2. When a country, wisely or unwisely, has busthened itself with a 
debt, is 1t expedient to take steps for redeeming that debt? In principle 
it is impossible not to maintain the affirmative. It 1s true that the pay- 
ment of the interest, when the creditors #re members of the same com- 
munity, is no national loss, but a mere transfer. The transfer, however, 
being compulsory, 1s a serious evil, and the raising a great extra revenue 
by-any system of taxation necessitates so much expense, vexation, disturb- 
ance of the channels of industry, and other mischiefs over and above the 
mere payment of the money wanted by the government, that to get rid of 
the necessity of such taxation 1s at all times worth a considerable effort. 
The same amount of sacrifice which would have been worth incurring to 
avoid contracting the debt, it 1s worth while to incur, at any subsequent 
time, for the purpose of extinguishing it. 

Two modes have been contemplated of paying off a national debt: 
either at once by a general contribution, or gradually by a surplus 
revenue. The first would be incomparably the best, i€ it were practicable ; 
and practicable it would be, if it could justly be done by an assessment on 
property alone. If property bore the whole interesg of the debt, property 
might, with great advantage to itself, pay it off; since this would be 
merely surrendering to a creditor the principal sum, the whole annual 
proceeds of which were already his by law; or would be equivalent to 
what a landowner does when he sells part of his estate, to free the 
remainder from a mortgage. But property, it needs hardly be said, does 
not pay, and cannot justly be required to pay, the whole interest of the 
debt. Some indeed affirm that it can, on the specious plea that the exist- 
ing generation is only bound to pay the debts of its predecessors from the 
assets it has received from them, and not from the produce of its own 
industry. But has no one received apything from previous generations 
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except those who have succeeded to property? Is the whole difference 
between the earth as it is, with its clearings and improvements, its roads 
and canals, its towns and manufactories, and the earth as it was when the 
first human being set foot on it, of no benefit to any but those who are 
called the owners of the soil? Is the capital accumulated by the labour 
and abstinence of all former generations of no advantage to any but those 
who have succeeded to the legal ownership of part of it? And have we 
not inherited a mass of acquned knowlede, both scientific and empirical, 
due to the sagacity and industry of those who preceded us, the benefits of 
which are the common wealth of all? Those who are born to the owner- 
ship of property have, in addition to these common benefits, a separate 
inheritance, and to this difference it 1s right that advertence should be had 
in regulating taxation, We are at liberty to assume that the general 
financial system of the country takes due account of this principle, and I 
have indicated, as in my opinion a proper mode of taking account of it, a 
considerable tax on legacies and inheritances. Let it be determined 
directly and openly what 1s due fiom property to the state, and from the 
state to property, and let the institutions of the state be regulated accord- 
ingly ; but let no principles, admitted 1n theory, be wounded mortally by 
a back-handed blow. Whatever 1s the fitting contribution from property 
to the general expenses of the state, in the same, and in no greater pro- 
portion should it contribute towards either the interest or the repayment 
of the national debt. ‘ 

This, however, if admitted, 1s fatal to any scheme for the extinction of 
the debt by a general assessment on the community. Persons of propeity 
could pay their share of the amount by a saciifice of property, and have 
the same net income as before; but if those who have no accumulations, 
but only incomes, were required to make up by a single payment the 
equivalent of the annual charge*laid on them by the taxes maintained to 
pay the interest of the debt, they could only do so by incurring a private 
debt equal to their share of the public debt ; while, from the insufficiency, 
in most cases, of the security which they could give, the interest would 
amount to a much larger annual sum than their share of that now paid by 
the state. Besides, a collective debt defrayed by taxes, has over the same 
debt parcelled out among individuals, the immense advantage, that it 1s 
virtually a mutual insurance among the contnbutors. Ifthe fortune of a 
contributor diminishes, his taxes diminish: if he 1s rumed, they cease 
altogether, and his portion of the debt 1s wholly transferred to the solvent 
members of the communny. If it were laid on him asa private obligation, 
he would still be hable to it even when penniless. 

When the state possesses property, in land or otherwise, which there 
are not strong reasons of public utility for its retaining at its disposal, 
this should be employed, as far as it will go, in extinguishing debt. Any 
casual gain, or godsend, is naturally devoted to the same purpose. 
Beyond this, the only mode which is both just and feasible, of extinguish- 
ing or reducing a national debt, is by means of a surplus 1evenue. 

§ 3. The desirableness, fer se, of maintaining a surplus for this purpose, 
does not, I think, admit of a doukt. We somctimes, indced, hear it said 
that the amount should rather be left to ‘fructify in the pockets of the 
people.” This is a good argument, as far as it goes, against levying taxes 
unnecessarily for purposes of unproductive expeniture, but not against 
paying off a national debt. For, what is mean by the word fructify? 
If it means anything, it means preductive employment ; and as an argu- 
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ment against taxation, we must understand it to assert, that if the amount 
were left with the people they would save it, and convert it into capital. 
It is probable, indeed, that they would save a part, but extremely im- 
probable that they would save the whole: while, if taken by taxation, 
and employed in paying off debt, the whole is saved, and made pro- 
ductive. To the fundholder who receives the payment it 1s already 
capital, not revenue,,and he will make it ‘fructify,’ that 1t may continue 
to afford him an income. Ihe objection, therefore, 1s not only groundless, 
but the real argument ig on the other side: the amount 1s much more 
certain of fructifying if it is zo¢ ‘left in the pockets of the people.’ 

It is not, however, advisable 1n all cases to maintain a surplus revenue 
for the extinction of debt. The advantage of paying off the national 
debt of Great Britain, for instance, 1s that 1t would enable us to get nd 
of the worse half of our present taxation. But of this worse half some 
portions must be worse than others, and to get md of those would be a 
greater benefit proportionally than to get md of the rest. If renouncing 
a surplus revenue would enable us to dispense with a tax, we ought to 
consider the very worst of all our taxes as precisely the one which we are 
keeping up for the sake of ultimately abolishing taxes not so bad as itself. 
In a country advancing in wealth, whose increasing revenue gives it the 
power of mdding itself from time to time of the most inconvenient 
portions of its taxation, I conceive that the increase of revenue should 
rather be disposed of Ly taking off taxes, than by liquidating debt, as 
long as any very objectionable imposts yemain, In the present state of 
England, therefore, 1 hold it to be good policy in the government, when 
it has a surplus of an apparently permanent characteér, to take off taxes, 
provided these are rightly selected. Even when no taxes remain but such 
as aie not unfit to form part of a permanent system, it is wise to continue 
the same policy by experimental reductiorts cf those taxes, until the point 
is discovered at which a given amount of revenue can be raised with the 
smallest pressure on the contributors. After this, such surplus revenue 
as might anse from any further increase of the produce of the taxes, 
should not, I conceive, be remitted, but applied to the redemption of 
debt. Eventually, it might be expedient to appropriate the entire produce 
of particular taxes to this purpose ; since there would be more assurance 
that the liquidation would be persisted in, if the fund destined to it were 
kept apart, and not blended with the general revenues of the state. The 
taxes on Jegacics and inheritances would be peculiarly suited to such a 
purpose, since taxes paid as they are, out of ecapital, would be better 
employed in reimbursing capital than in defraying current expenditure. 
If this separate appropriation were made, any surplys afterwards arising 
from the incieasing produce of the other taxes, and from the saving of 
interest on the successive portisns of debt paid off, night form a ground 
for a remission of taxation. 

It has been contended that some amount of national debt 1s desirable, 
and almost indispensable, as an investment for the savings of the poorer 
or more inexperienced part of the community. Its convenience in that 
respect is undeniable ; but (besides that the progress of industry 1s gradu- 
ally affording other modes of investment almost as safe and untrouble- 
some, such as éhe shares or obligations of great’ public companies) the 
only real superiority of an investment in the funds consists in the national 
guarantee, and this could be afforded by other means than that of a 
public debt, involving compulsory taxation. One mode which would 
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answer the purpose, would be a national bank of deposit and discount, 
with ramifications throughout the country; which might receive any 
money confided to it, and either fund it at a fixed rate of interest, or 
allow inteiest on a floating balance, like the joint-stock banks ; the interest 
given being of course Jower than the rate at which individuals can borrow, 
in proportion to the gicater security of a government investment ; and 
the expenses of the establisiiment being defrayed by the difference 
between the interest which the bank weld pay, and that which it would 
obtain, by lending its deposits on mercantile,’ landed, or other security. 
There are no insuperable objections in principle, and I should think none 
in practice, to an institution of this sort, as a means of supplying the same 
convenient mode of investment now afforded by the public funds. It would 
constitute the state a great insurance company, to insure that part of the 
community who live on the interest of their property, against the risk of 
losing it by the bankruptcy of those to whom they might otherwise be 
under the necessity of confiding it. 


CHAPTER VIII. 


OF THE ORDINARY FUNCTIONS OF GOVERNMENT, CONSIDERED AS TO 
THEIR ECONOMICAL EFFECTS. 


§ 1, BEFORE we discuss the’line of demarcation between the things 
with which governments should, and those with which they should not, 
directly interfere, 1t is necessary to consider the economical effects, whether 
of a bad or of a good complexion, arising from the manner in which they 
acquit themselves of the duties which devolve on them in all societies, and 
which no one denies to be incumbent on them. 

The first of these is the protection of person and property. There is 
no need to expatiate on the influence exercised over the economical 
interests of society by the degree of completeness with which this duty of 
government is performed. Insecurity of person and property, is as much 
as to say, uncertainty of the connexion between all human exertion or 
sacrifice, and the attainment of the ends for the sake of which they are 
undergone. It means, uncertainty whether they who sow shall reap, 
whether they who produce shall consume, and they who spare to-day shall 
enjoy to-morrow. It means, not only that labour and frugality are not 
the road to acquisition, but that violence is. When person and property 
are to a certain degree insecure, all the possessions of the weak are at the 
mercy of the strong” No one can keep what he has produced, unless he 
is more capable of defending it, than others who give no part of their time 
and exertions to useful industry are of taking it from him. The productive 
classes, therefore, when the insecurity surpasses a certain point, being 
unequal to their own protection against the predatéry population, are 
obliged to place themselves individually in a state of dependence on some 
member of the predatory class, that it may be his interest to shield them 
from all depiedation except his own. In this manner, in the middle ages, 
allodial property generally became feudal, and numbers of the poorer 
freemen voluntarily made themselves and their posterity serfs of some 
military lord. > 

Nevertheless, in attaching to this great requisite, security of person and 


/ ORDINARY FUNCTIONS OF GOVERNMENT. 567 


property, the importance waich is justly due to it, we must not forget that 
even for economical purposes there are other things quite as indispensable, 
the presence of which will often make up for a very considerable degree 
of imperfection in the protective arrangements of government. As was 
observed in a previous chapter,* the free cities of Italy, Flanders, and the 
Hanseatic league, were habitually in a state of such internal tuibulence, 
varied by such destructive external wars, that person and property enjoyed 
very imperfect protectiow; yet “during several centuries they increased 
rapidly in wealth and -presperity, brought many of the industrial arts to a 
high degree of advancement, carried on distant and dangerous voyages 
of exploration and commerce with extraordinary success, became an over- 
match in power for the greatest feudal lords, and could defend themselves 
even against the sovereigns of Europe: because in the midst of turmoil 
and violence, the citizens of those towns enjoyed a certain rude freedom, 
under conditions of union and co-operation, which, taken together, made 
them a brave, energetic, and high-spirited people, and fostered a great 
amount of public spirit and patriotism. The prosperity of these and other 
frce states in a lawless age, shows that a certain degree of insecurity, in 
some combinations of circumstances, has good as well as bad effects, by 
making energy and practical ability the conditions of safety. Insecurity 
paralyzes, only when it is such in nature and in degree, that no energy, of 
which mankind in general are capable, affords any tolerable means of 
self-protection. And thts is a main reason why oppression by the govern- 
ment, whose power is generally irresisuble by any efforts that can be 
made by individuals, has so much more baneful an effect on the springs 
of national prosperity, than almost any degrce of lawlessness and turbu- 
lence under fiee institutions. Nations have acquired some wealth, and 
made some progress in improvement, in states of social union so imperfect 
as to border on anarchy: but no counttes in which the people were 
habitually exposed to arbitrary exactions from the officers of government, 
ever yet continued to have industry or wealth. A few generations of such 
a government never fail to extinguish both. Some of the fairest, and 
once the most prosperous, regions of the earth, have, under the Roman 
and afterwards under the Turkish dominion, been reduced to a desert, 
solely by that cause. I say solely, because they would have recovered 
with the utmost rapidity, as countnes always do, from the devastations of 
war, or any other temporary calamities. D)fficulties and hardships are 
often but an incentive to exertion : what 1s fatal to it, is the belief that it 
will not be suffered to produce its fruits. ® 

§ 2. Simple over-taxation by government, though a great evil, is not 
comparable in the economical part of its mischiefg to exactions much 
more moderate in amount, but which either subject the contributor to the 
arbitrary mandate of government officers, or are go laid on as to place 
skill, industry, and frugality at a disadvantage. The burthen of taxation 
in our own countryeis very great, yet as every one knows its limit, and is 
seldom made to pay more than he expects and calculates on, and as the 
modes of taxation are not of such a kind as much to impair the motives to 
industry and economy, the sources of prosperity are little diminished by 
the pressure of taxation ; they may even, as some think, be increased, by 
the extra exertions made to compensate for the pressure of the taxes. 
But in the barbarous despotisms of many countries of the East, where 
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taxation consists in fastening upon ee wko have succeeded in acquiring 
something, in order to confiscate it, unless the possessor buys its release 
by submitting to give some large sum as a compromise, we cannot expect 
to find voluntary industry, or wealth derived from any source but plunder. 
And even in comparatively civilized countries, bad modes of raising a 
revenue have had effects similar in kind, though in an infcrior degree, 
French writers before the Revolution represented the fa:lle as a main 
cause of the backward state of agriculture, and of the wretched condition 
of the rural population; not from its amount, but because, being pro- 
portioned to the visible capital of the cultivator, it gave him a motive for 
appearing poor, which sufficed to turn the scale in favour of indolence. 
The arbitrary powers also of fiscal officers, of za¢endants and subdélégués, 
were more destructive of prosperity than a far larger amount of exactions, 
because they destroyed security: there was a marked supeuiority in the 
condition of the fays a’éfats, which were excmpt from this scourge. The 
universal venality ascribed to Russian functionaries, must be an immense 
drag on the capabilities of economical improvement possessed so 
abundantly by the Russian empire: since the emoluments of public 
officers must depend on the success with which they can multiply vexa- 
tions, for the purpose of being bought off by bribes. 

Yet mere excess of taxation, even when not aggravated by uncertainty, 
is, independently of its myjustice, a serious economical evil. It may be 
carried so far as to discourage industry by insuffidiency of reward. Very 
long before it reaches this spoint,ut prevents or gieatly checks accumula- 
tion, or causes the capital accumulated to be sent for investment to foreign 
countries. Taxes which fall on profits, even though that kind of income 
may not pay more than its just share, necessarily diminish the motive to 
any saving, except that which 1s made for investment in foreign countrics 
where profits are Ingher. Holland, for example, seems to have long since 
reached the practical minimum of profits : already in the last century her 
wealthy capitalists had a great part of their fortunes invested in the loans 
and joint-stock speculations of other countries : and this low rate of profit 
is ascribed to the heavy taxation, which had been 1n some measure forced 
on her by the circumstances of her position and history. The taxes, 
indeed, besides their great amount, were many of them on necessaries, a 
kind of tax peculiarly myurious to industry and accumulation. But when 
the aggregate amount of taxation is very great, it is inevitable that re- 
couise must be had for part of 1t to taxes of an olyectionable character. 
And any taxes on consutnption, when heavy, even if not operating on 
profits, have something of the same injurious effect, by driving persons of 
moderate means to live abroad, often taking their capital with them. 
Although I by no means join with those political economists who think 
no state of national existence desirable in which there is not a rapid 
increase of wealth, I cannot overlook the many disadvantages to an inde- 
pendent nation from being brought prematurely to 2 stationary state, 
while the neighbouring countries continue advancing. 

§ 3. The subject of protection to person and property, considered as 
afforded by a government, ramifies widely, into a number of indirect 
channels. It embraces,,for example, the whole subject of the perfection 
or inefficiency of the means provided for the ascertammer.t of rights and 
the redress of injuries. Person and property cannct be considered secure 
where the administration of justice is imperfect, either from defect of 
Integrity er capacity in the tribunals, or because the delay, vexation, and 
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expense accompanying the.r qperation impose a heavy tax on those whe 
appeal to them, and make it preferable to submit to any endurable 
amount of the evils which they are designed to remedy. In England 
there is no fault to be found with the administration of justice, so far as 
integiity is concerned ; a result which the progress of social improvement 
may also be supposed to have brought about in several other nations of 
Europe. But legal and judicial imperfections of other kinds are abundant ; 
and, in England especially, are’a large abatement from the value of the 
services which the government renders back to the people in return for 
our enormous taxation. In the first place, the incognoscibility (as Bentham 
termed it) of the law, and its extreme uncertainty, even to those who best 
know it, render a resort to the tribunals often necessary for obtaining 
justice, when, there being no dispute as to facts, no litigation ought to be 
required. In the next place, the procedure of the tribunals 1s so replete 
with delay, vexation, and expense, that the price at which justice is at last 
obtained 1s an evil out-weighing a very considerable amount of injustice ; 
and the wrong side, even that which the law considers such, has many 
chances of gaining its point, through the abandonment of litigation by the 
Other party for want of funds, or through a compromise in which a sacn- 
fice is made of just rights to terminate the suit, or through some technical 
quirk, whereby a decision 1s obtained on some other grounds than the 
merits. This last detestable incident often happens without blame to 
the judge, under a system of law, of which a great part rests on no rational 
principles adapted to the present state of secicty, but was oniginally 
founded paitly on a kind of whims and conceits, and partly on the 
principles and incidents of feudal tenure (which now survive only as legal 
fictions) ; and has only been very imperfectly adapted, as cases arose, to 
the changes which had taken place im society. Of all parts of the Eng- 
lish legal system}?the Court of Chancery; which has the best substantive 
law, is incompaiably the wo1st as to delay, \exation, and expense ; and this 
is the only tribunal for most of the classes of cases which are 1n their nature 
the most complicated, such as cases of partnership, and the great range 
and variety of cases which come under the denomination of trust. 

Fortunately for the prospenty of England, the greater part of the 
mercantile law 1s comparatively modern, and was made by the tribunals, 
by the simple process of recognising and giving force of law to the usages 
which, from motives of convenience, had grown up among merchants 
themselves. so that this part of the law, at least, was substantially made 
by those who weic most interested in its goodress : while the defects of 
the tribunais have been the less practically pernicious in reference to 
commercial transactions, because the importance of gredit, which depends 
on character, renders the restraints of opinion (though, as daily experience 
proves, an insufficient) yet a very powerful protection against those forms 
of mercantile dishonesty which are generally recognised as such. 

The imperfectiogs of the law, both 1n its substance and in its procedue, 
fall heaviest upon the interests connected with what 1s technically called 
real propeity; in the general language of European jurisprudence, 
immoveable property. With respect to all this portion of the wealth of 
the community, the Jaw fails egiegiously in the protection which it unde- 
takes to provide. It fails, fitst by the uncertainty, and the mave of 
technicalities, which make it impossible for any one, at however gicat an 
expense, to posscss a title to land which he can positively know to be 
unassailable. It fails, secondly, in oraitting to provide due evjdence of 
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transactions, by a proper registration of legal documents. It fails, thirdly, . 
by creating a necessity for operose and expensive instruments and 
formalities (independently of fiscal burthens), on occasion of the purchase 
and sale, or even the lease or mortgage, of immoveable property. And, 
fourthly, it fails by the intolerable expense and delay of law proceedings, 
in almost all cases in which real property is concerned. Theie 1s no 
doubt that the greatest sufferers by the defects of the higher courts of 
civil law are the landowners. Legal expenses, tither those of actual liti- 
gation, or of the preparation of legal instruments, form, 1 apprehend, no 
inconsiderable 1tem in the annual expenditure of most persons of large 
landed property, and the saleable value of their land is greatly impaired, 
by the difficulty of giving to the buyer complete confidence in the title ; 
independently of the legal expenses which accompany the transfer. Yet 
the landowners, though they have been masters of the legislation of Eng- 
land, to say the least, since 1688, have never made a single move in the 
direction of Jaw reform, and have been strenuous opponents of some of 
the improvements of which they would more particularly reap the benefit ; 
especially that great one of a registration of contracts affecting land, 
which when proposed by a Commission of eminent real-property lawyers, 
and introduced into the House of Commons by Lord Campbell, was so 
offensive to the general body of Jandlords, and was rejected by so large a 
majority, as to have long discouraged any repetition of the attempt. 
This irrational hostility to improvement, in a case in which their own 
interest would be the most beneficed by it, must be ascribed to an intense 
tunidity on the subject of their titles, generated by the defects of the very 
law which they refuse to alter; and to a conscious ignorance and 
incapacity of judgment, on all legal subyects, which makes them helplessly 
defer to the opinion of their professional advisers, heedless of the fact that 
every imperfection of the law, in proportion as it 1s burthensome to them, 
brings gain to the lawyer. 

In so far as the defects of legal arrangements are a mere burthen on 
the landowner, they do not much affect the sources of production: but 
the uncertainty of the title under which land is held, must often act asa 
great discouragement to the expenditure of capital in its improvement ; 
and the expense of making transfers, operates to prevent land from 
coming into the hands of those who would use it to most advantage ; 
often amounting, in the case of small purchases, to more than the price of 
the land, and tantamount, therefore, to a prohibition of the purchase and 
sale of land in small portions, unless in exceptional circumstances. Such 
puree however, are almost everywhere extremely desirable, there 

eing hardly any comtry in which landed property is not cither too much 
or too little subdivided, requiring either that great estates should be 
broken down, or that small ones should be bought up and consolidated. 
To make land as easily transferable as stock, would be one of the greatest 
economical improvements which could be bestowed 2n a country ; and 
has been shown, again and again, to have no insuperable difficulty 
attending it. 

Besides the excellences or defects that belong to the law and judicature 
of a country as a system of arrangements for attaining direct practical 
ends, much also depends, even in an economical point of vicw, upon the 
moral influences of the law. Enough has been said in a former place,* on 


* Supra, p, 85. 
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the degree in which both the industrial and all other combined operations 
of mankind depend for efficiency on their being able to rely on one 
another for probity and fidelity to engagements ; from which we see how 
greatly even the economical prosperity of a country is liable to be affected, 
by anything in its institutions by which either integrity and trustworthi- 
ness, or the contrary qualities, are encohraged. The law everywhere 
ostensibly favours at*least. pecuryary honesty and the faith of contracts ; 
but if it affords facilities’ for evading those obligations, by trick and 
chicanery, or by the unScrupulous use of riches in instituting unjust or re- 
sisting just litigation ; if there are ways and means by which persons may 
attain the ends of roguery, under the apparent sanction of the law; 
to that extent the law is demoralizing, even in regard to pecuniary 
integrity. And such cases are, unfortunately, frequent under the 
English system. If, again, the law, by a misplaced indulgence, protects 
idleness or prodigality against their natural consequences, or dismisses 
crime with inadequate penalties, the effect, both on the prudential and on 
the social virtues, requires no comment. When the law, by its own dis- 
pensation and injunctions, establishes injusticé between individual and in- 
dividual ; as all laws do which recognise any form of slavery ; as the laws 
of all countries do, though not all in the same degree, in respect to the 
family relations ; and as the laws of many countries do, though in still 
more unequal degrees, as between nch and poor; the effect on 
the moral sentiments of the pcople is still more disastrous. But these 
subyects introduce considerations so much largér and deeper than those 
of political economy, that I only advert to them in, order not to pass 
wholly unnoticed, things superior in importance to those of which I 
treat, : 


CHAPTER IX, 
WHE SAME SUBJECT CONTINUED. 


§ 1. HAVING spoken thus far of the effects produced by the excellences 
or defects of the general system of the law, I shall now touch upon those 
resulting from the special character of particular parts of it. As a 
selection must be made, I shall confine myself to a few leading topics. 
The portions of the civil law of a country which hre of most importance 
economically, (next to those which determine the s/a/zs of the labourer, as 
slave, serf, or free,) are those relating to the two subjects of Inheritance 
and Contract. Of the laws relating to contract, none are more important 
economically, than the laws of partnership, and those of insolvency. It 
happens that on all these three points, there 1s just ground for condemning 
some of the provisions of the English law. I cannot, therefore, select 
topics more suitable to be touched upon in the present treatise. 

With regard to Inheritance, I have, in an early part of this work, 
considered the general principles of the subject, and suggested what 
appear to me to be, in themselves, putting all prejudices apart, the best 
dispositions whith the law could adopt. Freedom of bequest as the 
general rule, but limited by two things : first, that if there are descendants, 
who, being unable to provide for themselves, would become burthensome 
go the state, the equivalent of whatever the state would accord ,to them 
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should be reserved from the property for their benefit : and secondly, that 
no one person should be permitted to acquire by inheritance more than 
the amount of a moderate independence. In case of intestacy, the whole 
pore to escheat to the state: which should be bound to make a just 
and reasonable provision for descendants, that 1s, such a provision as the 
parent or ancestor ought to hive made, their cicumstances, capacities, 
and mode of bringing up being considered. : 

The laws of inheritance, however, have probably several phases of im- 
provement to go through, before ideas so far removed from prcsent 
modes of thinking will be taken into serious consideration : and as, among 
the recognised modes of determining the succession to property, some 
must be better and others worse, 1t 1s necessary to consider which of them 
deserves the preference. As an intermediate course, therefore, less 
eligible in itself, but better adapted to existing feelings and ideas, 1 would 
recommend the extension to all property of the present English law of in- 
heritance affecting personal property (freedum of bequest, and, in case of 
intestacy, equal division) : except that no nghts should be acknowledged 
in collaterals, and that the property of those who have neither descendants 
nor ascendants, and make no will, should escheat to the state. 

The laws of existing nations deviate from these maxims 1n two opposite 
ways. In England, and most of the counties in which the influence of 
feudality is still felt in the laws, one of the objects aimed at in respect to 
land and other immoveable property, 1s to keep it together in large 
masses : accordingly, in cases 6f intestacy, it passes, generally speaking 
(for the local custom of some places 1s different), exclusively to the eldest 
son. And though the rule of primogeniture 1s not binding on testators, 
who in England have nominally the power of bequeathing their property 
as they please, any one proprietor may so exercise this power as to deprive 
his successors of it, by entailing the property on one particular line of his 
descendants . which, besides preventing it from passing by inhetitance in 
any other than the prescribed manner, 1s attended with the incidental con- 
sequence of precluding it from being sold ; since each successive possessor, 
having only a hfe interest in the property, cannot alienate it for a longer 
petiod than his own hfe. In other countries, such as lrance, the law, on 
the contrary, compels division of inheritances ; not only, in case of in- 
testacy, sharing the property, both real and personal, equally among all 
the children, or (if there are no children) among all relatives in the same 
degree of propinquity ; but also not recognising any powe1 of bequest, or 
recognising it over only a limited portion of the property, the remainder 
being subjected to compulsory equal division. 

Neither of these ’systems, I apprehend, was introduced, or is perhaps 
maintained, in the countries where it exjsts, from any general considera- 
tions of justice, or arly foresight of economical consequences, but chiefly 
from political motives; in the one case to keep up large hereditary 
fortunes, and a landed anistocracy ; in the other, to“break these down, 
and prevent their resurrection. The first object, as an aim of national 
policy, I conceive to be emmently undesirable : so far as the second is 
desirable, I have pointed out what scems to me a better mode of attain- 
ing it. The merit or demerit, however, of either purpose, belongs to the 
general science of politics, not to the limited department’ of that science 
which is the subject of the present treatise. Each of the two systems is 
a real and efficient instrument for the purpose intended by it ; but each, 
as it appears to me, achieves that"purpose at the cost of much mischief. 
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§ 2. There are two argumehts of an economical characte, which are 
urged in favour of primogeniture. One 1s, the stimulus applied to the 
industry and ambition of younger children, by leaving them to be the 
architects of their own fortunes This argument was put by Dr. Johnson 
in a manner more forcible than complimentary to an hereditary aris- 
tocracy, when he said, by way of recommtndation of primogeniture, that 
it ‘makes but one fool in a family. It 1s curious that a defender of 
aristocratic institutions should be the person to assert that to inherit such 
a fortune as takes aWay any necessity for exertion, 1s generally fatal to 
activity and strength of mind: 1n the present state of education, however, 
the proposition, with some allowance for exaggeration, may be admitted 
to be true. But whatever force there is in the argument, counts in favour 
of limiting the eldest, as well as all the other children, to a mere pro- 
vision, and dispensing with even the ‘one fool’ whom Dr. Johnson was 
willing to tolerate. If unearned riches are so pernicious to the character, 
one does not sce why, in order to withhold the poison from the junior 
members of a family, there should be no way but to unite all their 
separate potions, and administer them in the largest possible dose to one 
selected victim. ‘That it should be necessary to inflict this great evil on 
the cldest son, from sheer want of knowing what else to do with a large 
fortune, 1s surcly the most arbitranly conjured up of all embarrassments. 

Some writers, however, look upon the effect of primogeniture in stimu- 
lating industry, as depending, not so much upon the poverty of the 
younger childien, as upon the contrast betwéen that poverty and the 
riches of the elder; thinking it indispensable to the activity and energy 
of the hive, that there should be a huge drone here and there, to impress 
the working bees with a due sense of the advantages of honey. ‘ Their 
inferiority in poynt of wealth, says Mr. M‘Culloch, speaking of the 
younger children, ‘and their clesire to escape from this lower situation, 
and to attain to the same level with then elder brothers, inspnes them 
with an energy and vigour they could not otherwise feel. But the advan- 
tage of preserving large estates from being frittered down by a scheme of 
equal division, is not limited to its influence over the younger children of 
their owners. It raises universally the standaid of competence, and gives 
new force to the springs which set industry in motion. The manner of 
living among the gieat landlords 1s that in which every one 1s ambitious 
of being able to indulge ; and their habits of expense, though sometimes 
injurious to themselves, act as powerful incentives to the ingenuity and 
enterprise of the other classes, who never think their fortunes sufficiently 
ample, unless they will enable them to emulate the splendour of the 
richest landlords : so that the custom of primogeniture seems to render 
all classes more industrious, and to augment, at the same time, the mass 
of wealth and the scale of enjoyment.’* e 

The portion of truth, ] will not say contained in these obseivations, 
but recalled by them, I apprehend to be, that a state of complete equality 
of fortunes would not be favourable to industry. Speaking of the mass, 
it is as true of wealth as of most other distinctions—of talent, knowledge, 
virtuc—that those who already have, or think they have, as much of it 
as any of then neighbours, will seldom greatly excrt themselves to 


* Principles of Political Econcny, ed. 1843, p. 264. There is much more to 
the same effect in the more’recent treatise by the same author, ‘On the Succession 
to Property vacant by Death,’ ‘ 
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acquire more. But it is not therefore fecessary that society should 
provide a set of persons with large fortuncs, to fulfil the social duty of 
standing to be looked at, with envy and admiration, by the aspiring poor. 
The fortunes which people have acquired for themselves, answer the 
panes quite as well, indeed much better ; since a person is more power- 
ully stimulated by the example*of somebody who has eained a fortune, 
than by the mere sight of somebody wha, possesses éne ; and the former 
is necessarily an example of prudence and frugality as well as industry, 
while the latter much oftener sets an example of pfofuse expense, which 
spreads, with pernicious effect, to the very class on whom the sight of 
riches 1s supposed to have so beneficial an influence, namely those whose 
weakness of mind, and taste for ostentation, makes ‘the splendour of the 
richest landlords’ attract them with the most potent spell. In America 
there aie few or no great hereditary fortunes ; yet industrial energy, and 
the ardour of accumulation, are not supposed to be particularly back- 
ward in that part of the world. When a country has once fairly entered 
into the industrial career, which is the occupation of the modern, as war 
was that of the ancient and medieval world, the desire of acquisition by 
industry needs no factitious stimulus: the advantages naturally inherent 
in riches, and the character they assume of a test by which talent and 
success in Jife are habitually measured, are an ample security for their 
being pursued with sufficient intensity and zeal., As to the deeper con- 
sideration, that the diffusion of wealth, and not its concentration, is 
desirable, and that the miost wHolesome state of society is not that in 
which immense fortunes are possessed by a few and coveted by all, but 
that in which the greatest possible numbers possess and are contented 
with a moderate competency, which all may hope to acquire ; I refer to it 
in this place only to show how widely separated on sacial questions is 
the entire mode of thought of the defender of primogeniture, from that 
which is partially promulgated in the present treatise. 

The other economical argument in favour of primogeniture, has 
especial reference to landed property. It is contended that the habit of 
dividing inheritances equally, or with an approach to equality, among 
children, promotes the subdivision of land into occupations too small to 
admit of being cultivated in an advantageous manner. This argument, 
eternally reproduced, has again and again been refuted by English and 
Continental writers. It proceeds on a supposition entirely at variance 
with that on which all the theorems of political economy are grounded. 
It assumes that mankind in general will habitually act in a manner 
opposed to their immediate and obvious pecuniary interest. For the 
division of the inhetitance does not necessarily imply division of the 
land ; which may be held in common, as,is not unfrequently the case in 
France and Belgium ;‘or may become the property of one of the coheirs, 
being charged with the shares of the others by the way of mortgage ; or 
they may sell it outright, and divide the proceeds. Ween the division of 
the land would diminish its productive power, it is the direct interest of 
the heirs to adopt some one of these arrangements. Supposing, however, 
what the argument assumes, that either from legal difficulties or from 
their own stupidity and. barbarism, they would not, if left to themselves, 
obey the dictates of this obvious interest, but would insist upon cutting up 
the land bodily into equal parcels, with the effect,of impoverishing them- 
selves ; this would be an objection to a law such as exists in France, of 
compulsory division, but can be nd reason why testators should be dig- 
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couraged from exercising the sight of bequest in general conformity to the 
rule of equality, since it would always be in their power to provide that 
the division of the inheritance should take place without dividing the land 
itself. That the attempts of the advocates of primogeniture to make out 
a case by facts against the custom of equal division are equally abortive, 
has been shown ina former portion of sthis work. In all countries, or 
parts of countries, ig which the division of inheritances is accompanied by 
small holdings, it is becaxse sm&Jl holdings are the general system of the 
country, even on the estates of the great proprietors. 

Unless a strong case of social utility can be made out for primogeniture, 
it stands sufficiently condemned by the general principles of justice ; being 
a broad distinction in the treatment of one person and of another, 
grounded solely on an accident. ‘There is no need, therefore, to make out 
any case of economical evil against primogeniture. Such a case, however, 
and a vey strong one, may be made. It is a natural effect of piimo- 
geniture to make the landlords a needy class. The object of the institu- 
tion, or custom, is to keep the land together in large masses, and this it 
commonly accomplishes ; but the legal proprietor of a large domain 1s not 
necessarily the Jo#zdé fide owncr of the whole income which it yields. It is 
usually charged, in each generation, with provisions for the other children. 
It 1s often charged still more heavily by the imprudent expengiture of the 
proprietor. Great landowners are generally improvident in their ex- 
penses ; they live up tw their incomes when at the highest, and if any 
change of circumstances diminishes tl-cir resources, some time elapses 
before they make up their minds to retrench. Spendthrifts in other classes 
are ruined, and disappear from society; but the ‘spendthiift landloid 
usually holds fast to his land, even when he has become a mere receiver 
of its rents for the benefit of creditors. The same desire to keep yp the 
‘splendour? of tl family, which gives rise to the custom of primogeniture, 
indisposes the owner to sell a part in order to set free the remainder ; 
their apparent are therefore habitually greater than their real means, and 
they are under a perpetual temptation to proportion their expenditure to 
the former rather than to the latter. From such causes as these, in almost 
all countries of great landowners, the majority of landed estates are 
deeply mortgaged ; and instead of having capital to spare for improve- 
ments, it requires all the increased value of land, caused by a rapid 
increase of wealth and population of the country, to preserve the class 
from being impoverished. 

§ 3. To avert this impoverishment, recourse was had to the contrivance 
of entails, whereby the order of succession was irrevocably fixed, and each 
holder, having only a life interest, was unable to burthen his successor. 
The land thus passing, free from debt, into the possession of the heir, the 
family could not be ruined by the improvidence of. its existing 1epresen- 
tative. The economical evils ansing from this disposition of property 
were partly of the.same kind, partly different, but on the whole greater, 
than those arising from primogeniture alone. The posscssor could not 
now ruin his successors, but he could still ruin himself: he was not at all 
more likely than in the former case to have the means necessary for 
improving the property ; while, even if he had, he was still less likely to 
employ them for that purpose, when the benefit was to accrue to a 
peison whom the entail! made independent of him, while he had probably 
younger children to provide for, in whose favour he could not now charge 
the estate. While thus disabled frombeing himself an improver, neither 
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could he sell the estate to somebody whoevould ; since entail precludes 
alienation. In general he has even becn unable to grant leases beyond the 
term of his own life ; ‘for,’ says Blackstone, ‘if such leases had been valid, 
then, under cover of long leases, the issue might have been virtually 
disinherited ” and it has been necessary in Gicat Britain to relax, by 
statute, the ngour of entails, im order to allow either of long leases, or of 
the execution of improvements at the expense of the estate. It may be 
added that the heir of entail, being assuicd of succeeding to the family 
property, however undeserving of it, and being aware of this from his 
earliest years, has much more than the ordinary chances of growing up 
idle, dissipated, and profligate. 

In England the power of entail 1s more Iimited by Jaw than in Scotland 
and in most other countries where it exists. A landowner can settle his 
property upon any number of persons successively who are living at the 
time, and upon one unborn person, on whose attaining the age of twenty- 
one, the entail expires, and the land becomes his absolute property. An 
estate may in this manner be transmitted through a son, or a son and 
grandson, living when the deed ts executed, to an unborn child of that 
grandson, It has been maintained that this power of entail 1s not 
sufficiently extensive to do any mischief ~ in truth, however, it 1s much 
larger than it seems. Entails very rarely expire ; the first heir of entail, 
when of age, joins with the existing possessor in resettling the estate, so 
as to prolong the entail for a further term. Lérge piopeities, therefore, 
are rarely free, for any considerable pcniod, from’ the restraints of a strict 
settlement ; and English entails are not, in pomt of fact, much less 
injurious than those ‘of other countries. 

In an economical point of view, the best system of landed property is 
that in which land is most completely an object of commerce ; passing 
readily from hand to hand when a buyer can be found to whom tt is 
worth while to offer a greater sum for the land, than the value of the 
income drawn from it by its existing possessor. ‘This of course 1s not 
meant of ornamental property, which 1s a source of expense, not profit ; 
but only of land employed for industrial uses, and held for the sake of 
the income which it affords Whatever facilitates the sale of Jand, tends 
to make it a more productive instrument for the community at large ; 
whatever picvents or restiicts its sale, subtracts from its usefulness. 
Now, not only has entail this effect, but primogenituie also. The desire 
to keep land together in large masses, from other motives than that of 
promoting its pioductivéness, often prevents changes and ahenations 
which would increase its efficiency as an instrument. 

§ 4. On the other, hand, a Jaw which, like the French, restricts the 
power of bequest to a narrow compass, and compcls the equal division of 
the whole or the greater part of the propérty among the childien, seems 
to me, though on different grounds, also very seriously objectionable, 
The only reason for recognising in the childien any weht at all to more 
than a provision sufficient to launch them into life, and enable them to 
find a livelihood, is grounded on the expressed or presumed wish of the 
parent ; whose claim to dispose of what 1s actually his (or her) own, 
cannot be set aside by any pretensions of others to receive what is not 
theirs. To control the rightful owner’s hberty of gift, by:creating in the 
children a legal mght superior to it, 1s to postpqne a ical claim to an 
imaginary one. To this great and paramount objection to the law, 
numerous, secondary ones may be added. Desirable as it is that the 
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parent should treat the children with impartiality, and not make an eldest 
son or a favourite, impartial division is not always synonymous with equal 
division. Some of the children may be more capable than others of 
providing for themselves, or may have fewer wants, or possess other 
resources ; and impartiality may therefore require that the rule observed 
should not be one of equality,*but of compensation. Even when equality 
is desirable, it 1s net precise oy pedantic equality. The law, however, 
must proceed by fixed rults. If one of the coheirs, being of a quarrel- 
some litigious disposition, stands upon his utmost nghts, the law cannot 
make equitable adjustments ; 1t cannot apportion the property as seems 
best for the collective interest of the family ; if there are several parcels 
of land, and the heirs cannot agree about their value, the law cannot give 
a parcel to each, but every separate parcel must be either put up to sale 
or divided : if there 1s a residence, or a park o1 pleasure-ground, which 
would be destroyed. as such, by subdivision, it must be sold, possibly at 
a great pecuniary saciifice, and with the destruction to the whole family 
of local ties and attachments. But what the law could not do, the parent 
could. By means of the liberty of bequest, all these points may be 
determined according to reason and the general interest of the persons 
concerned ; and the spint of the principle of equal division might be the 
better observed, because the testator was emancipated frog its letter. 
Finally, it would not then be necessary, as under the compulsory system 
it is, that the law shoifid interfere authoritatively in the concerns of 
families, not only on the occurrence of*a death, but throughout life, in 
order to guard against the attempts of parents to frustrate the legal 
claims of their heirs, under colour of gifts and otlfer alienations zn/er 
UVOS. e 

In conclusion ; all owners of property should, I conceive, have power 
to dispose by will°of every part of it, but not to determine the person who 
should succeed to 1t after the deaths of all who were living when the will 
was made. Under what restrictions it should be allowable to bequeath 
property to one person for life, with remainder to another person already 
In existence, 1s a question belonging to general legislation, not to political 
economy. Such settlements would be no greater hindrance to alienation 
than any case of joint ownership, since the consent of persons actually in 
existence is all that would be necessary for any new arrangement respecting 
the property. 

§ 5. From the subject of Inheritance I now pass to that of Contracts, 
and among these, to the :mportant subject of fhe Laws of Partnership. 
How much of’good or evil depends upon these laws, and how important 
it is that they should be the best possible, 1s evidentsto all who recognise 
in the extension of the co-operative principle the great economical 
necessity .of modern industry. The progress of the productive arts 
requiring that many sorts of industital occupation should be carried on 
by larger and largeg capitals, the productive power of industry must suffer 
by whatever impedes the fornfration of large capitals through the aggrega- 
tion of smaller ones. Capitals of the requisite magnitude, belonging to 
single owners, do not, in most countzies, exist in the needful abundance, 
and would be still less numerous 1f the laws favoured the diffusion instead 
of the concentriation of property : while it 1s most desirable that all those 
improved processes, and those means of efficiency and economy in pro- 
duction, which depend ’on the possession of large funds, should be 
monopolies in the hands of a few ri~h ‘ndividuals, through the dfficulties 
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experienced by persons of meat Gt small means in associating their 
capital, Finally, I must repeat my conviction, that the industrial economy 
which divides society absolutely into two portions, the payers of wages 
and the receivers of them, the first counted by thousands and the last by 
millions, is neither fit for, nor capable of, indefimte duration: and the 
possibility of changing this system for one of combination without 
dependence, and unity of interest instead or organized hostility, depends 
altogether upon the future developments of the Partrfership principle. 

Yet there is scarcely any country whose Jaws do not throw great, and 
in most cases, intentional obstacles in the waytof the formation of any 
numerous partnership. In England itis already a serious discouragement, 
that all or most differences among partners are, practically speaking, only 
capable of adjudication by the Court of Chancery: which 1s often worse 
than placing such questions out of the pale of all law; since any one of 
the disputant parties, who 1s either dishonest or litigious, can involve the 
others at his pleasure in the endless expense, trouble, and anxiety, which 
are the unavoidable accompaniments of a prolonged Chancery suit, 
without their having the power of freeing themselves from the infliction 
even by breaking up the association. Besides this, it required, until lately, 
a separate act of the legislature before any jomt-stock association could 
legally constitute itsclf, and be cmpowered to act as one body. By a 
statute passed only a few yeas ago, this necessity 1s done away, and the 
formalities which have been substituted for it are not sufficiently onerous to 
be very much of an impediment to such undertakings. When a number of 
persons, whether few or many, ‘freely desire to unite their funds for a 
common undertaking, not asking any peculiar privilege, nor the power 
ta dispossess any one of property, the Jaw can have no good reason for 
throwing difficulties in the way of the realization of the project. On com- 
phance with a few simple conditions of publicity, any body of persons 
ought to have the power of constituting themselves into 4 joint-stock 
company, or société en nom collectif, vithout asking leave either of any 
public officer or of parhament: and this hberty, in England, they cannot 
now be fairly said not to have. As an association of manv partners must 
practically be under the management of a few, every facility which law 
can give ought to be afforded to the body for exercising the necessary 
control and check over those few, whether they be themselves members 
of the association, or merely its hired servants: and in this point the 
English system is still at a lamentable distance from the standard of 
perfection, though less, I believe, owing to the defects of the law, than to 
those of the courts of judicature. 

§ 6. Whatever facilities, however, English law may give to associations 
formed on the princoples of ordinary partnership, there is one sort of joint- 
stock association which it absolutely disallows, and which can still be 
only called into existeace by a special act either of the legislatuse or of the 
crown. I mean, associations with limited hability. 

Associations with limited liability are of two kinds « in one, the liability 
of all the partners is limited, in the other that of some of them only. The 
first is the société anonyme of the French law, which in England has 
no other name than that of ‘chartered company’: meaning thereby a 
joint-stock company whose shareholders, by a charter from the crown, 
or a special enactment of the legislature, stand exenipted from any 
liability for the debts of the concern, beyond the amount of their subscrip- 
tions. This form of association, though unknown to the general law of 
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this country, exists in many particular cases by special prvvelegium. The 
other species of limited partnership 1s that | nown to the Fiench law under 
the name of commanazte; of this, which in England is entirely unrecognised 
and illegal, I shall speak presently. 

If a number of persons choose to associate for carry'ng on any opera- 
tion of commerce or industfy, agreeing Among themselves and announce 
ing to those with whom they deal that the members of the association do 
not undertake to be rcfeonuitle beyond the amount of the subscribed 
capital ; 1s there any*reason that the law should raise objections to this 
proceeding, and should impose on them the unlimited responsibility which 
they disclam? For whose sake? Not for that of the partners them- 
selves ; for it is they whom the limitation of responsibility benefits and 
protects. It must therefore be for the sake of third parties; namely, 
those who may have transactions with the association, and to whom 1 
may run in debt beyond what the subscribed capital suffices to pay. but 
nobody is obliged to deal with the association; still less is any one 
obliged to give it unlimited credit. The class of persons with whom such 
associations have dealings are in general perfectly capable of taking care 
of themselves, and there scems no reason that the law should be more 
careful of their interests than they will themselves be ; provided no false 
repiescntation 1s held out, and they are aware from the fist what they 
have to trust to. The law is warranted in requiring from all joint-stock 
associations with limitéd responsibility, not only that the amount of 
capital on which they profess to car?fy on “business should either be 
actually paid up or security given for it (if, indeed, with complete 
publicity, such a requuement would be necessary} but also that such 
accounts should be kept, accessible to individuals, and, if needful, 
published to the woild, as shall render,it possible to asceitain at any 
time the existing’ state of the company’s affaus, and to learn whether the 
capital wh'ch 1s the sole security for the engagements into which they 
enter, still subsists unimpaired: the fidelity of such accounts being 
guaided by sufficient penalties, When the law has thus afforded to 
individuals all practicable means of knowing the circumstances which 
ought to enter into their prudential calculations in dealing with the 
company, there seems no more need for interfermg with individual 
judgment in this sort of transactions, than in any other part of the private 
business of life. 

The reason usually urged for such interference ts, that the managers of 
an association with limited responsibility, not rfsking their whole fortunes 
in the event df loss, while in case of gain they may profit largely, are not 
sufficiently interested in exercising due circumspeetion, and are under 
the temptation of exposing the funds of the association to impioper 
hazards. Admitting that thi$ is one of the desadvantages of such 
associations, it is a consideration of more importance to the shaieholders 
themselves than tg thiid parties ; since, with proper securitics for pub- 
licity, the capital of the association could not be engaged in hazards 
beyond those ordinarily incident to the business 1t carries on, without the 
facts being known, and becoming the subject of comments by which the 
credit of the body would be likely to be affected in quite as gieata degree 
as the circumstances would justify. If, under securities for publicity, it 
were found in practice that companies, formed on the principle of 
unlimited responsibility, obtained, with equal capital, greater credit, 
companies with limited hability would be unabie to maintam, an equal 
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competition with them; and ecupi aieseege rarely be formed, unless 
when such limitation was the only condition on which the necessary amount 
of capital could be raised ; and in that case it would be very unreasonable 
to say that their formation ought to be prevented. ; 

It may further be remarked, that although, with equality of capital, a 
company of limited lability offers a somewhat less security to those who 
deal with st, than one in which évery shareholder is responsible with his 
whole fortune, yet even the weaker of these two sccuritics is in some 
respects stronger than that which an individual capitalist can afford, In 
the case of an individual, there 1s such security as can be founded on his 
unlimited lability, but not that derived from publicity of transactions, or 
from a known and laige amount of paid-up capital. This topic is well 
treated in an able paper by M. Coquelin, published in the ‘Revue des 
Deux Mondes’ for July, 1843 * 

‘While third patties who trade with individuals, says this writer, 
‘scarcely ever know, except by approximation. and even that most vague 
and uncertain, what 1s the amount of capital responsible for the per- 
formance of contiacts made with them, those who trade with a société 
anonyme can obtain full mformation if they seek it, and perform their 
operations with a feeling of confidence that cannot exist in the other case. 
Again, nothing is easier than for an individual trader to conceal the 
extent of h's engagements, as no one can know it certainly but himself. 
Even his confidential clerk may be ignorant of it, as the loans he finds 
himself compelled to make may not all be of a character to require that 
they be entered in his day-book. It is a secret confined to himself; one 
which transpires rarely, and always slowly ; one which 1s unveiled only 
when the catastrophe has occurred. On the contrary, the soczé/é anonyme 
neither can nor ought to borrow, wsthout the fact becoming known to all 
the world—directors, clerks, shayeholders, and the public. Its operations 
partake, in some respects, of the nature of those of govermients. The 
light of day penetrates in every directcon, and there can be no secrets 
from those who seek for information, Thus all is fixed, 1ecorded, known, 
of the capital and debts in the case of the société anonyme, while all is 
uncertain and unknown tn the case of the individual trader. Which of the 
two, we would ask the reader, presents the most favourable aspect, or the 
surest guarantee, to the view of those who trade with them? 

‘Again, availing himself of the obscurity in which his affairs are 
shrouded, and which he desires to increase, the private trader is enabled, 
so long as his business appears prosperous, to produce impressions in 
regard to his means far exceeding the reality, and thus to establish a 
credit not justified by those means. When losses occur, and he sees 
himself threatened 'th bankruptcy, the wold is still ignorant of his 
condition, and he finds himself enabled to contract debts far beyond the 
possibility of payment. ‘The fatal day arrives, and the creditors find a 
debt much greater than had been anticipated, while the means of payment 
are as much less. Even this is not all. The same obscurity which has 
served him so well thus far, when desiring to magnify his capital and 
increase his credit, now affords him the opportunity of placing a part of 
that capital beyond the reach of his creditors. It becomes diminished, if 
not annihilated. It hides itself, and not even legal remedies, nor the 


* The quotation is from a translation published by Mr. H. C. Carey, in an 
American periodical, Hint’s ‘ Merchant’s Magazine,’ for May and June, 1845. 
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activity of creditors, can bring it fori from the dark corners in which it is 
placed. . . . Our readerg can readily determine for themselves if 
practices of this kind are equally easy in the case of the société anonyme. 
We do not doubt that such things are possible, but we think that they 
will agree with us that from its nature, 1ts organizations, and the necessary 
publicity that attends all its actions, the hability to such occurrences 1s 
very greatly diminished.’ , ‘ 

The laws of most,countries, England included, have erred in a twofold 
manner with regard to goint-#ock companies. While they have been 
most unreasonably jeglous of allowing such associations to exist, especially 
with limited responsibility, they have generally neglected the enforcement 
of publicity ; the best security to the public against any danger which 
might arise from this desciiption of partnerships ; and a security quite as 
much required in the case of those associations of the kind in question, 
which, by an exception from their general practice, they suffered to exist. 
Even in the instance of the Bank of England, which holds a monopoly 
from the legislature, and has had partial control over a matter of so much 
public interest as the state of the circulating medium, it 1s only within these 
few years that any publicity at all has been enforced ; and the publicity 
was at first of an extremely incomplete character, though now, for most 
practical purposes, probably at Iength sufficient. 

§ 7. The other kind of limited partnership which demands onr attention, 
is that in which the managing pattner or partneis are reef nsible with 
their whole fortunes forathe engagements of the concern, but have others 
associated with them who contribute ,only definite sums, and are not 
hable for anything beyond, though they participate in the profits according 
to any rule which may be agreed on. ‘This ts galled partnership ez 
commandite, and the partneis with limited lability (to whom, by the 
French law, all interference in the nfanagement of the concern is inter- 
dicted) arg known by the name commanad:faires. Such paitneiships are 
not permitted by English law whoeve shares in the profits 1s hable for 
the debts, to as plenary an extent as the managing partner. 

For such prohibition no rational defence has ever, so far as I am aware, 
been made. Even the insufficient reason given against limiting the re- 
sponsibility of sharcholdcrs in a jot stock company does not apply here ; 
there being no diminution of the motives to circumspect management, 
since all who take any part in the diuection of the concetn are liable with 
their whole fortunes. ‘To thid parties, again, the security is improved by 
the existence of commandite; since the amount subsenbed by com- 
manditaires is all of it available to cieditors, he commanditaires losing 
their whole «nvestment befoie any creditor can lose anything ; while, if 
instead of becoming partners to that amount, they had Icnt the sum at 
an interest equal to the profit they derived from it, they would have shared 
with the other creditors in the residue of the estate, diminishing vo rasa 
the dividend obtained by all. While the practice of commandite thus 
conduces to the interest of creditors, it is often highly desirable for the 
contracting partiés themselves. The managers are enabled to obtain the 
aid of a much greater amount of capital than they could borrow on their 
own security ; and persons are induced to aid useful undertakings, by, 
embarking limited portions of capital in them, when they would not, and 
often could ngt prudently, have risked their whole fortunes on the chances 
of the enterprise. 

It may perhaps be thought that where due facilities are afforded ta 
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joint-stock cOmpanies, commandite partnerships are not required. But 
there are classes of cases to which the commandite principle must always 
be better adapted than the joint-stock principle. ‘Suppose,’ says M. 
Coquelin, ‘an inventor sceking for a capital to carry his imvention into 
practice. To obtain the aid of capitalists, he must offer them a share of 
the anticipated benefit ; they myst associate themselves with him in the 
chances of its success. In such acase, which of the forms would he select ? 
Not a common paitnership, certainly ; for varioyis reasons, and especially 
because it would often be very difficult to find a partner with capital, 
willing to risk his whole fortune on the success of the imvention, 
* Neither would he select the soced/é anonyme, or any other form of joint- 
stock company, ‘in which he might be superseded as manager. He would 
stand, in such an association, on no better footing than any other share- 
holder, and he might be lost in the crowd ; whereas, the association exist- 
Ing, as it were, by and for him, the management would appear to belong to 
him as a matter of nght. Cases occur in which a merchant or a manu- 
facturer, without being piecisely an inventor, has undeniable claims to the 
management of an undertaking, from the possession of qualities peculiarly 
calculated to promote its success. So gieat, indeed, continues M. 
Coquelin, ‘1s the necessity, 1n many cases, for the lmuited partnership, 
that it 1s difficult to conceive how we could dispense with or replace it :’ 
and in referc..-e to his own country he is probably in the nght. 

Where there 1s so great a readiness as in England, on the part of the 
public, to form joint stock associajions, even without the encouragement of 
a limitation of 1esponsibility, commandite partnership, though its pro- 
hibition 1s in principle quite indefensible, cannot be deemed to be, in a 
merely economical point of view, of the imperative necessity which M. 
Coquclin ascribes to it. Yet the inconveniences are not small, which 
arise indirectly from those proviscons of the law by which everyone who 
shares in the profits of a concein is subject to the full habilities of an 
unlimited partnership. It is impossible"to say how many or what useful 
modes of combination are rendered impracticable by this state of the law. 
It is sufficient for 1ts condemnation that, unless in some way 1elaxed, it is 
inconsistent with the system of which M. Leclaire has set so useful an 
example, the payment of wages in part by a percentage on profits ; in 
other words, the association of the operatives as virtual partners with the 
capitalist. 

It is, above all, with reference to the improvement and elevation of the 
woking classes that complete freedom in the conditions of partnership is 
indispensable. Itis only by combining, that the small merns of many 
can be on anything like an equality of advantage with the great fortunes 
of a few. The liberly of association is not important solely for its 
examples of success, but fully as much as for the sake of attempts which 
would not succeed ; but'by their failure would give instruction more im- 

ressive than can be afforded by anything short of actual experience. 

every theory of social improvement, the worth of which is capable of 
being brought to an experimental test, should be permitted, and even en- 
, couraged, to submit itself to that test. From such experiments the aspir- 
ing among the working classes would derive lessons which they would be 
slow to learn from the tzaching of persons supposed to have interests 
and prejudices adverse to their good ; and would discover, at no cost to 
society, the limits of the practical worth of their idéas of social regenera- 
tion, as applicable to the present stage of human advancement. 
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The French law of partnership is superior to the English in permitting 
commandite ; and superior, ig having no such unmanageable instrument 
as the Court of Chancery, all cases arising from commercial transactions 
being adjudicated in a comparatively cheap and expeditious manner by a 
tribunal of merchants. In other respects the French system is far worse 
than the English. A company with limited responsibility cannot be 
formed without the express authorizatiog of the department of govern- 
ment called the Comse:/ d’Efat, a body of administrators, generally entire, 
strangers to industrial transactf®ns, who have no interest in promoting 
enterprises, and are apt jo think that the purpose of their institution 1s to 
restrain them ; whose consent cannot in any case be obtained without an 
amount of time and labour which 1s a very serious hindrance to the com- 
mencement of an enterprise, while the extreme uncertainty of obtaining 
that consent at all 1s a gieat discouragement to capitalists who would be 
willing to subscribe. In regard to joint-stock companies without hmita- 
tion of responsibility, which in England exist in such numbers, and are 
formed with such facility, as to reduce (in a merely economical point of 
view) the jealousy which the law entertains of the principle of limitation 
to the rank of a very minor inconvenience, such associations cannot, in 
France, exist at all ; for, in cases of unlimited partnership, the French 
law does not permit the division of the capital into transferable shares. 

The best existing laws of partnership appear to be those of the New 
England States. According to Mr Carey,* ‘nowhcie 1s #&ociation so 
little trammelled by regwations as in New England; the consequence of 
which 1s, that it 1s carried to a greatereextent there, and particularly in 
Massachusetts and Rhode Island, than in any other part of the world. 
In these states, the soil 1s covered with compagnies anonymes—chartered 
companies—for almost every conceivable purpose. Every town is a cor- 
poration for the management of its roads, bridges and schools ; which 
are, therefare, urxler the direct control @f those who pay for them, and 
are consequently well managed. Academies and churches, lyceums and 
libraries, saving-fund societies, and trust companies, exist in numbers pro- 
portioned to the wants of the people, and all are corporations. Every 
district has its local bank, of a size to suit its wants, the stock of which 1s 
owned by the small capitalists of the neighbourhood, and managed by 
themselves ; the consequence of which 1s, that in no part of the world is 
the system of banking so perfect—so little lable to vibration in the 
amount of loans—the necessary effect of which 1s, that in none 1s the 
value of property so little affected by changes in the amount or value 
of the currency resulting from the movemests of ‘¢hezr own banking 
institutions. *In the two states to which we have particularly referred, 
they are almost two hundred in number. Massachysetts, alone, offers to 
our view fifty-three insurance offices, of various forms, scattered through 
the state, and all incorporated. Factories are incorporated, and are owned 
in shares; and every one that has any part in the management of their 
concerns, from the purchase of the raw material to the sale of the manu- 
factured article, zs a fart owner, while every one employed in them has 
a prospect of becoming one, by the use of prudence, exertion, and 
economy. Charitable associations exist in large numbers, and all are in- 
corporated. ishing vessels are owned in shares by those who navigate 
them ; and ¢hasatlors of a whaling ship defend a great degree, if not 


* In a note appended to his translation of M. Coquelin’s paper. 
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altogether, fon the success of the voyage fer their compensation. Every 
master of a vessel, trading in the Southern Ocean, is a part owner, and 
the interest he possesses 1s a strong inducement to exertion and economy, 
by aid of which the people of New England are rapidly driving out the 
competition of other nations for the trade of that part of the world. 
Wherever settled, they exhibit the same-tendency to combination of 
ction. In New York they are the chief owners ofthe Lines of packet 
ships, which are divided into shares, dumed ~by the shipbuilders, the 
merchants, the master, and the mates; which last generally acquire the 
means of becoming themselves masters, and to this is due their great 
success. The system 1s the most perfectly democratic of any in the world. 
Lt affords to every labourer, every satlor, every opcrative, male or female, 
the prospect of advancement; and its results are precisely such as we 
should have reason to eapect. In no part of the world are talent, in- 
dustry, and prudence, so certain to be largely rewarded.’ 

To this state might England also be brought, but not without giving 
the same plenitude of liberty to voluntary associations. The cases of in- 
solvency and fraud on the part of chartered companies in America, which 
have caused so much loss and so much scandal in Europe, did not occur 
in the part of the Union to which this extract refers, but in other States, 
in which the mght of associating 1s much more fettered by legal 
restrictions, and in which, accordingly, joint-stock associations are not 
comparable in number or variety to those of New England. Mr. Carey 
adds, ‘A careful examinat.on of.the systems of the several states, can 
scarcely, we think, fail to convince the reader of the advantage resulting 
from permittmg meu to determine among themselves the terms upon 
which they will associate, and allowing the associations that may be 
formed to contract with the public as to the terms upon which they will trade 
together, whether of the limited ér unlimited habuility of tiie partners , and 
I concur in thinking that to this conclusion, science and legislation 
must ultimately come. 

§ 8. I proceed to the subject of Insolvency Laws. 

Good laws on this subject are important, first and principally, on the 
score of public morals ; which are on no point more under the influence 
of the law, for good and evil, than in a matter belonging so pre- 
eminently to the piovince of law as the preservation of pecuniary 
integrity. But the subject is also, in a merely economical point of view, 
of great importance First, because the economical well-being of a 
people, and of mankind, Gepends in an especial manner upon their being 
able to trust each other's engagement. Secondly, because one of the 
risks, or expenses, of, industrial operations 1s the risk or expense of what 
are commonly called bad debts, and every saving which can be effected 
in this hability 1s a diminution of cost of production ; by dispensing with 
an item of outlay which in no way conduces to the desired end, and 
which must be paid for either by the consumer of the commodity, 
or from the general profits of capital, according as the burthen 1s peculiar 
or general. 

The laws and practice of nations on this subject have almost always 
been in extremes. The ancient laws of most countries have been all 
severity to the debtor. “They have invested the creditor with a power of 
coercion, more or less tyrannical, which he might use against his insolvent 
debtor, either to extort the surrender of hiddea property, or to obtain 
satisfaction of a vindictive character, which might console him for the 
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non-payment of the debt. This atbitrary power has extended in some 
countries, to making the insolvent debtor serve the creditor as his slave ; 
in which plan there were some grains of common sense, since it might 
poe be regarded as a scheme for making him work out the debt by his 
abour. In England, the coercion assumed the milder form of ordinary 
imprisonment. ‘The one and the other were the barbarous expedients of 
a rude age, repugnant to justice as well asto humanity. Unfortunately 
the reform of them, like that pf the criminal law generally, has beef? 
taken in hand as ap affair of humanity only, not of justice: and the 
modish humanity of the present time, which 1s essentially a thing of 
one idea (and 1s indeed httle better than a timid shnnking from the 
infliction of anything hke pain, next neighbour to the cowardice which 
shrinks from necessary endurance of it), has in this, as in other cases, 
gone into a violent reaction against the ancient severity, and sees in the 
fact of having lost or squandered other people’s property a peculhar title 
to indulgence. Everything in the law which attached disagreeable 
consequences to that fact, has been gradually relaxed, and much of it en- 
tirely got md of. Because insolvency was formerly treated as if it 
were necessarily a crime, everything is now done to make it, 1f possible, 
not even a misfortune. 

The indulgence ot the present laws to those who have made themselves 
unable to pay their just debts, 1s usually defended on thesta that the 
sole object of the law ghould be, in case of insolvency, not to‘coerce 
the person of the debtor, but to get at hjs property, and distribute it fairly 
among the creditors. Assuming that this 1s and ought to be the sole 
object, that object, in the present state of the law, js not attained. Im- 
prisonment at the discietion of a creditor was really a powerful engine for 
extracting from the debtor any property which he had concealed or 
otherwise ppade away with. In depriving creditors of this insttument, the 
law has not furnished *them with any sufficient equivalent. And it 
is seldom difficult for a dishone&t debtor, by an understanding with one 
or more of his creditors, or by means of pretended creditors set up for the 
purpose, to abstract a part, perhaps the greatest part, of his assets, from 
the general fund, through the forms of the Jaw itself. The facility and 
frequency of such frauds are a subject of much complaint, and their 
prevention demands a vigorous effort of the legislature, under the 
guidance of judicious persons practically conversant with the subject. 

But the doctrine that the law has done all that ought to be expected 
from it, when it has put the cieditois in the p@ssess‘on of the property of 
an insolvent, is in itself a totally inadmissible piece of spurious humanity. 
It 1s the business of law to prevent wrong -doing, and not simply to 
to patch up the consequences of it when it has been*committed. The law 
is bound to take care that ansolvency shall not be a good pecuniary 
speculation ; that men shall not ‘have the pnivilege of hazarding other 
people’s property without their knowledge or consent, taking the profits of 
the enterprise 1f Rt is successful, and if it fails, throwing the loss upon the 
lawful owners; that they shall not find it answer to make themselves 
unable to pay their just debts, by spending the money of their creditors 
in personal indulgence. The humanitarians do not deny that what 
is technically called fraudulent bankruptcy, the false pretence of inability 
to pay, may reasonably, when detected, be subject to pumishment. But 
does it follow that solvency 1s not the consequence of misconduct 
because the inability to pay may be real? If a man has been a spend- 
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thrift, ora gambler, with property on which his creditor had a prior claim, 
shall he pass scot-free because the mischief is consummated and the 
money gone? Is there any very material difference between this 
conduct, and those other kinds of dishonesty which go by the names of 
fraud and embezzlement ? F 

_, Such cases are not a minority, but a large majority among insolvencies. 
The statistics of bankruptcy prove the fact. ‘Py far the greater part of 
all insolvencies arise from notorious misconduct ; the proceedings of the 
Insolvent Debtors Court and of the Bankruptcy Court will prove it. 
Excessive and unjustifiable oveitrading, or most absurd speculation in 
commodities, merely because the poor speculator “thought they would 
get up,” but why he thought so he cannot tell; speculations in hops, in 
tea, in silk, in corn—things with which he 1s altogether unacquainted ; 
wild and absurd investments in foreign funds, or in joint-stocks : these 
are among the most innocent causes of bankruptcy.’* The experienced 
and intelligent writer from whom I quote, corroborates his assertion by 
the testimony of several of the official assignees of the Bankruptcy Court. 
One of them says, ‘As far as I can collect from the books and documents 
furmshed by the bankrupts, it secms to me that’ in the whole number of 
cases which occurred during a given time in the court to which he was 
attached, ‘fdusteen have been ruined by speculations in things with which 
they were unacquainted ; three by neglected bookkeeping ; ten by trading 
beyond their capital and means, and the consequent loss and expense 
of accommodation-bills ; forty-nine by expending more than they could 
reasonably hope the:r profits would be, though their business yielded a 
fair return , none by any general distress, or the falling off of any par- 
ticular branch of trade.’ Another of these officers says, ‘The new Court 
has been open upwards of eightven months, during whied penod fifty-two 
cases of bankruptcy have come under my care. It 1s my opinion that 
thirty-two of these have arisen from an imprudent expenditure, and five 
partly from that cause, and partly from a pressure on the business in 
which the bankrupts were employed. Fifteen I attnbute to improvident 
ve combined in many instances with an extravagant mode of 
ife. 

To these citations the author adds the following statements from his 
peisonal means of knowledge, which are considerable. ‘Many insol- 
vencies are produced by tradesmen’s indolence ; they keep no books, or 
at least imperfect ones, wh.ch they never balance ; they never take stock ; 
they employ servants, if their trade “be extensive, whom ¢hey are too 
indolent even to supervise, and then Lecome insolvent. It 1s not too 
much to say that one-half of all the persons engaged in trade, even in 
London, never take stock at all: they go on year after year without 
knowing how their affais stand, and at last, lke the child at school, they 
find, to their surprise, but one halfpenny left in their pocket. I will venture 
to say that not one-fourth of all the persons in the provinces, either manu- 
facturers, tradesmen, or farmers, ever take stock; nor in fact does one- 
half of them ever keep account-books, deserving any other name than 
memorandum books. I know sufficient of the concerns of five hundred 
small tradesmen in the provinces, to be enabled to say, that not one-fifth 
of them ever take stock, or keep even the most oidinary accounts. Iam 

* From 3 volume published in 1845, entitled, ‘Credit the Life of Commerce,’ 
by Mr, J. Ia, Elliott. 
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prepared to say of such tradesmen, from carefully-prepared tables, giving 
every advantage where there has been any doubt as to the causes of their 
insolvency, that where mne happen from extravagance or dishonesty, 
one’ at most ‘may be referred to misfortune alone * 

Is it rational to expect among the trading classes any high sense of 
justice, honour, or integrity,~vhen the law enables men who act in this 
manner to shuffle eff the consequences of their misconduct upon thoses 
who have been so unfortwnate & to trust them; and practically proclaims 
that it looks upon msglvency thus produced as a ‘misfortune,’ not an 
offence ? 

lt 1s, of course, not denied, that insolvencies do atise from causes 
beyond the control of the debtor, and that, in many more cases, his 
culpability 1s not of a high order ; and the law ought to make a distinction 
in favour of such cases, but not without a searching investigation ; nor should 
the case ever be let go without having ascertained, in the most complete 
manner practicable, not the fact of insolvency only, but the cause of it. 
To have been trusted with money or money’s worth, and to have lost or 
spent it, 1s primd facie evidence of something wrong: and it 1s not for 
the creditor to prove, which he cannot do in one case out of ten, that 
there has been criminality, but for the debtor to 1ebut the presumption, by 
laying open the whole state of his affairs, and showing eithg that there 
has been no misconduct, or that the misconduct has been of an excusable 
kind. If he fail in this, ‘he ought never to be dismissed without a punish- 
ment proportioned to the degree of blzane which seems justly imputable 
to him; which punishment, however, might be shortened or mitigated in 
proportion as he appeared likely to exert himself im repairing the injury 
done. F 

It is a common argument with those who approve a relaxed system of 
insolvency daws, ‘that credit, except in thé great operations of commerce, 
is an evil; and that to deprive creditors of legal rediess 15 a judicious 
means of preventing credit from being given. That which is given by 
retail dealers to unproductive consumers 1s, no doubt, to the excess to 
which it is carried, a considerable evil. This, however, 1s only true of 
large, and especially of long, credits ; for there 1s credit whenever goods 
are not paid for before they quit the shop, or, at least, the custody of the 
seller ; and there would be much inconvenience in putting an end to this 
sort of credit. Buta large proportion of the debts on which insolvency 
laws take effect, are those due by small tradesmen to the dealers who 
supply them : and on no class of debts does thé demoralization occasioned 
by the present state of the Jaw, operate mote peiniciously. These are 
commercial credits, which no one wishes to see curéailed ; their existence 
is of great importance to the general industry of the country, and to 
numbers of honest, well-condficted persons of sraall means, to whom it 
would be a grievous injury that they should be prevented from obtaining 
the accommodatign they need, and would not abuse, through the omis- 
sion of the law to provide just remedies against dishonest or reckless 
borrowers. : 

But although it were granted that retail transactions, on any footing 
but that of ready-money payment, are an evil, and their entire suppression 
a fit object for legislation to aim at; a worse mode of compassing that 
object could scarccly,be invented, than to permit those who have been 

* 
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trusted by others to cheat and rob them with impunity. The law does 
not select the vices of mankind as the appropriate instrument for inflicting 
chastisement on the comparatively innocent : when it seeks to discourage 
any course of action, it does so by applying inducements of its own, not 
by outlawing those who act in the manner it deems obyectionable, and 
wi@tting loose the predatory instincts of the worthless part of mankind to 
feed upon them. If a man has committed murder, the law puts him to 
death ; but 1t does not promise impunity to anyhocy who may kill him 
for the sake of taking his purse. The offence of believing another's 
word, even rashly, 1s not so heinous that, for the sake of discouraging 
it, the spectacle should be brought home to every door, of triumphant 
rascality, with the law on its side, mocking the victims it has made. 
This pestilent example is already very widcly exhibited since the relaxa- 
tion of the insolvency laws. It is idle to expect that, even by absolutely 
depriving creditors of all legal redress, the kind of credit which is con- 
sidered objectionable would really be very much checked. Rogues and 
swindlers are still an exception among mankind, and people will go on 
trusting cach other’s promises. Laige dealcrs, i abundant business, 
would refuse credit, as many of them aleady do: but in the eager 
compctition.of a gicat town, what can be expected from the tradesman 
to whom a singie customer 1s of importance, the beginner, perhaps, who 
is striving to get into business? He will take vhe risk, even if it were 
still greater ; he 1s ruined ifthe caanot sell his goods, and he can but be 
ruined if he is defrauded. Nor does it avail to say, that he ought to 
make proper inquiries, and ascertain the character of those to whom he 
supplies goods on trust. In some of, the most flagrant cases of profligate 
debtors which have come before the Bankiuptcy Court, the swindler had 
been able to give, and had given, excellent references.* * 


* The following extracts from the French Code de Commerce, (the translation 
is that of Mr. Fane,) show the great extent to which the just distinctions are made, 
and the proper investigations provided for, by French law. The word bangueroute, 
which can only be translated by bankruptcy, 1s, however, confined in France to 
culpable insolvency, which ts distinguished into seap/e bankiuptcy and fraudulent 
bankruptcy. The following are cases of simple bankruptcy :-— 

‘Every insolvent who, in the investigation of his affairs, shall appear chargeable 
he one or more of the following offences, shall be procecded against as a simple 
bankrupt. 

‘If his house expenses, whi¢h he is bound to enter regularly in his day-book, 
appear excessive. : 

‘If he has spent considerable sums at play, or in operations of pure hazard. 

‘If at shall appear that he has borrowed largely, or resold merchandize at a 
loss, or below the current price, after 1t appeared’ by his last account-taking that 
his debts exceeded his assets by one-half. 

‘If he has issued negotiable securities to three times the amount of his available 
asse!s, according to his last account-taking. 

‘The following may also be proceeded against as simple bankrupts :— 

* He who has not declared his own insolvency in the manner prescribed by law: 

* He who has not come in and suirendered within the time limited, having no 

_ legitimate excuse for his absence : 

‘He who either produces no books at all, or produces such as have been 
irregularly kept, and this although the irregularities may nt indicate fraud,’ 

The penalty for ‘simple bankruptcy’ is imprisonment for a term of not less 
than one month, nor more than two yeq.s. The following are cases of fraudulent 
bankruptcy, of which the punishment is ¢ravanx ‘orcés (the galleys) for a term ;-= 
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CHAPTER X, 


OF INTERFERENCES OF GOVERNMENT GROUNDED ON ERRONEOUS 
THEORIES. 


§ 1. FROM the necessary functions @f government, and the effects 
produced on the economical interests of society by their good or ill dis- 
charge, we proceed to the functions which belong to what I have mee 
for want of a bettere dgsignation, the optional class ; those which are 
sometimes assumed by governments and sometimes not, and which it is 
not unanimously admitted that they ought to exercise. 

Before entering on the general principles of the question, it will be 
advisable to clear from our path all those cases in which goveinment 
interference works ill, because grounded on false views of the subject 
interfered with. Such cases have no connexion with any theory respect- 
ing the proper limits of interference. There are some things with which 
governments ought not to meddle, and other things with which they 
ought ; but whether nght or wrong in itself, the interference must work 
for ill, if government, not understanding the subject which it meddles 
with, meddles to bring about a result which would be mischievous. We 
will therefore begin by passing in review various false theories, which 
have from time to time formed the ground of acts of govesziffent more or 
less economically injurteus. 

Former writers on political economy have found it needful to devote 
much trouble and space to this department of their subyect. It has now 
happily become possible, at least in our own country, greatly to abridge 
this purely negative part of our discussions. ‘The false theories of 
political economy which have done so much mischief 1n times past, are 
entirely dtsciedfted amgng all who havt not lagged behind the general 
progress of opinion; and a few of the enactments which were once 
grounded on those theories still help to deform the statute-book. As the 
principles, on which their condemnation rests, have been fully set forth in 
other parts of this treatise, we may here content ourselves with a few brief 
indications. 


‘If he has attempted to account for his property by fictitious expenses and losses, 
or if he does not fully account for all his receipts : 

‘If he has fraudulently concealed any sum of money or any debt due to him, or 
any merchandize or other moveables : . 

‘If he has made fraudulent sales or gifts of his property : 

‘If he has allowed fictitious debts to be proved against his estate : 

‘If he has been entrusted with property, either merely to keep, or with special 
directions as to its use, and has mevertheless appropriated it to his own use :’ (for 
such acts of peculation by trustces there 1s gencrally in England only a civil remedy, 
and that too through the Court of Chancery :) 

‘If he has purcHased real property in a borrowed name: 

* If he has concealed his books. 

‘The following may also be proceeded against in a similar way :—~ 

¢ He who has not kept books, or whose books shall not exhibit his real situation 
as regards his debts and credits. 

‘He who, ‘having obtained a protection (sauj-condue/), shall not have duly 
attended. ° 

These various provisions relate only to commercial insolvency. The laws ia 
regard to ordinary debts are considerably more rigorous fo the debtor, 
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Of these false theories, the most notable is the doctrine of Protection to 
Native Industry ; a phrase meaning the prohibition, or the discourage- 
ment by heavy duties, of such foreign commodities are as capable of being 
produced at home. If the theory involved in this system had bcen 
correct, the practical conclusions grounded on it would not have been 
unreasonable. The theory was, that to buy things produced at home was 
a national benefit, and the introduction of foreign commodities generally 

-# national Joss. It being at the same time evident that the interest of the 
consumer is to buy foreign commodities in prefétence to domestic when- 
ever they are either cheaper or better, the intcreSt of the consumer 
appeared in this respect to be contrary to the public interest : he was 
certain, if left to his own inclinations, to do what according to the theory 
was injurious to the public. 

It was shown, however, in our analysis of the effects of international 
trade, as it had often been shown by former writers, that the importation 
of foreign commodities, in the common course of traffic, never takes 
place, except when it 1s, economically speaking, a national good, by 
causing the same amount of commodities to be obtained at a smaller cost 
of labour and capital to the country. To prolnbit, therefore, this impor- 
tation, or impose duties which prevent it, is to render the labour and 
capital of the country less efficient in production than they would other- 
wise be ; and compel a waste, of the difference between the labour and 
capital necessiley for the home production of the commodity, and that 
which is required for producing the things with which st can be purchased 
from abroad. The amount of natnal loss thus occasioned 1s measured 
by the excess of the price at which the commodity 1s produced, over that 
at which it could be imported. In the case of manufactured goods, 
the whole difference between the twe prices 1s absorbed in indemnifying 
the produceis for waste of labour, or of the capital which supports that 
labour. Those who are supposed to be benefited, namely, the makers of 
the protected articles, (unless they form an exclusive company, and have 
a monopoly against their own countrymen as well as against foreigners,) 
do not obtain higher profits than other people. All is sheer loss, to the 
country as well as to the consumer. When the protected article is a pro- 
duct of agriculture —the waste of labour not being incuired on the whole 
produce, but only on what may be called the last instalment of 1t—the 
extra pitce 1s only in part an mdemnity for waste, the remainder being a 
tax paid to the landlords. 

, The restrictive and prohibitory policy was originally grounded on what 
is called the Mercantile System, which representing the advantage of 
forcign trade to consist solely in bringing moncy into the country, gave 
artificial encouragement to exportation of goods, and discountenanced 
their importation. The only exceptions to the system weie those required 
by the system itself. ‘The materials and instruments of production were 
the subjects of a contrary policy, directed however to the same end ; they 
were freely imported, and not permitted to be exported, in order that 
manufacturers, being more cheaply supplied with the requisites of manu- 
facture, might be able to sell cheaper, and therefore to export more largely. 
For a similar reason, importation was permitted and even favoured, when 
confined to the productions of countries which were supposed to take 
from us still more than we cook from them, thus enriching thé country by 
a favourable balance of trade. As part of the same system, colonies were 
founded, for the supposed advantage of compelling them to buy our com- 
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mpodities, or at all events not to buy those of any other country: in return 

for which restriction, we were generally willing to come under an 

Equivalent obligation with respect to the staple productions of the 

colonists. The conscyuences of the theory were pushed so far, that it 

was not unusual even to give bounties on expoitation, and induce 

foreigners to buy from us rather than fsom other countries, by a cheap- 
ness which we artifscially produced, by paying part of the price for them, 
out of our own taxes. Tas is & stretch beyond the point yet reached bY} 
any plivate tradesman m his competition for business. No shopkeeper, I 

should think, cver made a practice of biibing customers by selling goods 
to them at a permanent loss, making it up to himself from other funds in 

his possession 

The principle of the Mercantile Theory is now given up even by writers 

and governments who still cling to the restrictive system. Whatever 
hold that system has over men’s minds, independently of the private 
interests which would be exposed to real or apprehended loss by its 
abandonment, 1s derived from fallacies other than the old notion of the 
benefits of heaping up money in the country. The most effective of these 
is the specious plea of employing our own countrymen and our national 

industry, instead of feeding and supporting the industry of foreigners. 

The answer to this, from the principles laid down in former chapters, 1s 
evident. Without reverting to the fundamental theorem @ss&issed in an 
early part of the pieseat tieatise,* respecting the nature and sources of 
employment for labour, it ts sufficient ¢o say, what has usually been said 
by the advocates of free trade, that the alternative 1s not between employ- 

ing our own country-people and foreigners, but batween employing one 
class and another of our own country-people. The imported commodity 
is always paid for, directly or indirectly, with the produce of our own 

industry :* that ifdlustry being, at the sante time, rendered more preductive, 

since, with the same labour and outlay, we are enabled to possess our- 

selves of a greater quantity of the article. ‘Those who have not well 

considered the subject are apt to suppose that our exporting an equivalent 

in our own produce, for the foreign articles we consume, depends on con- 

tingencies—on the consent of foreign countries to make some corre- 

sponding relaxation of their own restrictions, or on the question whether 
those from whom we buy are induced by that circumstance to buy more 

from us; and that, if these things, or things equivalent to them, do not 
happen, the payment must be made in money. Nov, 1m the first place, 

there is nothing more objectionable in a monay payment than in payment 

by any othér medium, if the state of the market makes it the most advan- 

tageous remittance ; and the money itself was first acquired, and would 

again be replenished, by the export of an equivalent value of our own 

products. But,in the next pface, a very short interval of paying i money 

would so lower prices as either to stop a part of the importation, or raise 

up a foicign dergand for our produce, sufficient to pry for the mpoits. I 

grant that this disturbance of the equation of international demand would 

be in some degree to our disad\ autage, 1n the purchase of other 1mpoited 

articles ; and that a countiy which prolubits some foleign commodities, 

does, ceterzs paribus, obtain those which it docs not piolnbit, at a less 

price than ifwould otherwise have to pay. To express the same thing in 

other words ; a coyntry which destioys or prevents altogether certam 

t 
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branches of foreign trade, thereby, annihilating a general gain to the 
world, which would be shared in some ¢9roportion between itself and 
other countries—does, in some circumstances, draw to itself, at the 
expense of foreigners, a larger share than would else belong to it of the 
gain arising from that portion of its foreign trade which it suffers to sub- 
sist. But even this it can only be enabled to do, if foreigners do not 
maintain equivalent prohibitions or restrictions against its commodities. 
In any case, the justice or expediency of destroying one of two gains, in 
order to engross a rather larger share of fe other, does not require much 
discussion . the gain, too, which 1s destroyed, being, in proportion to the 
magnitude of the transactions, the larger of the two, since it 1s the one 
which capital, left to itself, 1s supposed to seek by preference. 

Defeated as a general theory, the Protectionist doctrine finds support 
in some particular cases, from considerations which, when really in point, 
involve greater interests than mere saving of labour; the interests of 
national subsistence and of national defence. The discussions on the 
Corn Laws have familiarized everybody with the plea, that we ought to 
be independent of foreigners for the food of the people; and the 
Navigation Laws are grounded, in theory and profession, on the necessity 
of keeping up a ‘nursery of seamen’ for the navy. On this last subject I 
at once admit, that the obyect 1s worth the sacrifice ; and that a country 
exposed to invasion by sea, if 1t cannot otherwise have sufficient ships 
and sailors ‘sts own to secure the means of manning on an emergency 
an adequate fleet, 1s quite nght in obtaining thése means, even at some 
economical sacrifice in pnint of cheapness of transport. When the 
Enghsh navigation laws were enacted, the Dutch, from their maritime 
skill and their low rite of profit at home, were able to carry for other 
nations, England included, at cheaper rates than those nations could 
carry for themselves : which placed all other countries at a great com- 
parative disadvantage in obtaining experienced seamen for thuir ships of 
war. The Navigation Laws, by which this deficiency was remedied, and 
at the same time a blow struck against the maritime power of a nation 
with which England was then frequently engaged in hostilities, were 
probably, though economically disadvantageous, politically expedient. 
But English ships and sailors can now navigate as cheaply as those of 
any other country ; maintaining at least an equal competition with the 
other maritime nations even in their own trade. The ends which may 
once have justified Navigation Laws require them no longer, and there 
seems no reason for maintaining this invidious exception to the general 
rule of free trade. et 

With regard to subsistence, the plea of the Protectionists has been so 
often and so triumphantly met, that it requires little notice here. That 
country is the most steadily as well as the most abundantly supplied with 
food, which draws its supplies from the laigest surface. It is ridiculous 
to found a general system of policy on so chimerical a danger as that of 
being at war with all the nations of the world at once ; or to suppose that, 
even if inferior at sea, a whole country could be blockaded like a town, or 
that the growers of food in other countries would not be as anxious not 
to lose an advantageous market, as we should be not to be depnved of 
their corn. On the subject, however, of subsistence, there 1s one point 
which deserves more specral consideration, In cases of actaal or appre- 
hended scarcity, many countries of Europe are accystomed to stop the 
exportation of food. Is this, or not, sound policy? There can be no 
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doubt that in the present state of insernational morality, a people cannot, 
any more than an individual? be blamed for not starving itself to feed 
others. But if the greatest amount of good to mankind on the whole, 
were, the end aimed at fn the maxims of international conduct, such 
collective churlishness would certainly be condemned by them. Suppose 
that im ordinary circumstances the trade in food were perfectly fiee, so 
that the price in one country ‘could not hatitually exceed that in any other 
by more than the cast of carnage, together with a moderate profit to the 
importer. A general scar@ity enSues, affecting all countries, but in unequal 
degrees. If the pricé rese in one country more than in others, it would 
be a proof that in that country the scarcity was severest, and that by 
permitting food to go freely thither from any other country, it would be 
spared from a less urgent necessity to relieve a greater. When the 
interests, therefore, of al! countries are considered, free exportation 1s 
desirable. To the exporting country considered separately, it may, al 
least on the particular occasion, be an inconvemence: but taking into 
account that the country which 1s now the giver, will 1n some future season 
be the receiver, and the one that 1s benefited by the freedom, I cannot 
but think that even to the apprehension of food-rioters it might be made 
apparent, that in such cases they should do to others what they would 
wish done to themselves. 

In countries in which the system of Protection is declining but not yet 
wholly given up, such as the United States, a doctrine las come into 
notice which is a sort of tompromise between free trade and restriction, 
namely, that protection for protection’s®sake ts improper, but that there 
is nothing objectionable in having as much protection as may incidentally 
result from a tariff framed solely for revenue. Evéh in England, regret 
is sometimes expressed that a ‘modgrate fixed duty’ was not preserved 
on corn, on account of the revenue it woyld yield. Independently, how- 
ever, of the gen®ral impolicy of taxes on the necessaries of life, this 
doctrine oveilooks the fact, that sevenue 1s received only on the quantity 
imported, but that the tax 1s paid on the entire quantity consumed. To 
make the public pay much that the treasury may receive a little, is no 
eligible mode of obtaining a revenue In the case of manufactured 
articles the doctrine involves a palpable inconsistency. The object of the 
duty as a means of revenue, 1s inconsistent with its affording, even 
incidentally, any protection. It can only operate as protection 1n so far 
as it prevents importation ; and to whatever degree it pievents importa- 
tion, It affords no revenue. 

The only case in which, on mere principles of political economy, 
protecting duties can be defensible, 1s when they are imposed temporarily 
(especially in a young and rising nation) in hopes ofmaturaliing a foreign 
industry, in itself perfectly suitable to the circumstances of the country. 
The superiority of one country over another in wbranch of production, 
often arises only from having begun it sooner. ‘There may be no inherent 
advantage on onegpart, or disadvantage on the other, but only a piesent 
superiority of acquired skill and experience. A country which has this 
skill and experience yet to acquire, may in other respects be better 
adapted to the production than those which were earlier in the field ; and 
besides, it is a just remark, that nothing has a gieater tendency to promote 
improvementsan any branch of production, than its tnal under a new set 
of conditions. But it gannot be expected that individuals should, at their 
own risk, or rather to their certain loss, introduce a new munxiacture, 
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and bear the burden of carrying it on, until the producers have been 
educated up to the level of those with whom the processes are traditional. 
A protecting duty, continued for a reasonable time, will sometimes be the 
least inconvenient mode in which the nation can tax itself for the support 
of such an eaperiment. But the protection should be confined to cases 
_in which there 1s good ground of assurance that the industry which it 
‘fosters will after a tune be able to digpense with’ it; nor should the 
domestic producers ever be allowed to expect fhat it will be continued to 
them, beyond the time strictly necessary for a fair tual of what they are 
capable of accomplishing. 

There 1s only one pat of the Protectionist scheme which requires,any 
further notice: its policy towards colonies and foreign dependencies ; 
that of compelling them to trade exclusively with the dominant country. 
A country which thus secures to itsclf an extra foreign demand for its 
commodities, undoubtedly gives itself some advantage in the distribution 
of the general gains of the commercial world. Since, however, it causes 
the industry and capital of the colony to be diveited from channels which 
are proved to be the most productive, inasmuch as they aie those into 
which industry and capital spontaneously tend to flow ; there 1s a loss, on 
the whole, to the productive powers of the world, and the mother country 
does not Ps4n so much as she makes the colony lose. If, therefore, the 
mother country refuses to acknowledge any reciprocity of obligation, she 
iinposes a tribute on the colony in an indirect mode, gicatly more oppres- 
sive and injurious than the direct. But if, with a more equitable spirit, 
she submits herself to corresponding restrictions for the benefit of the 
colony, the result of the whole transaction 1s the ndiculous one, that eack 
party loses much, in order that the other may gain alittle. 

§ 2, Neat to the system of Psotection, among mischievous interferences 
with the spontaneous course of industrial transactions, may be noticed 
certain interferences with contracts. One instance 1s that of the Usury 
Laws. ‘These originated in a religious prejudice against receiving interest 
on money, derived from that fruitful source of mischief 1n modern Europe, 
the attempted adaptation to Christianity of doctrines and precepts drawn 
fiom the Jewish law. In Mahomedan nations the receiving of interest is 
formally interdicted, and igidly abstained from; and Sismondi has 
noticed, as one among the causes of the industiial inferiority of the 
Catholic, compared with the Protestant parts of Europe, that the Catholic 
church in the middle ages gave its sanction to the same prejudice, which 
subsists, impaired but not destroyed, wherever that religion 1s acknow- 
ledged. Where law or conscientious scruples prevent lending at interest, 
the capital which beiongs to persons not in business 1s lost to productive 
purposes, or can be applied to them orly m peculiar circumstances of 
personal connexion, or by a subterfuge. Industry is thus limited to the 
capital of the undertakers, and to what they can borrow from persons not 
bound by the same laws or religion as themselvis. In Mussulman 
countrics the bankers and money dealers arc either Hindoos, Armenians, 
or Jews. 

In more improved countries, legislation no longer discountenances the 
receiptofan equivalent for moncy lent ; but it everywhere interferes with the 
free agency of the lender and borrower, by fixing a Iegal‘limit to the rate 
of interest, and making the 1eceipt of more than,the appointed maximum 
a penal offence. This restriction, though approved by Adam Smith, has 
been condemned by all enlightened persons since the triumpnant on- 
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“*slaught made upon it by Bentham if his ‘Letters on Usury,’ which may 


still be referred to as the best extant writing on the subject. 

Legislatois may enact and maintain Usury Laws from one of two motives : 
ideas of public policy, or concern for the interest of the parties to the 
contract ; in this case, of one party only, the boriower. As a matter of 
policy, the notion may possibly be, thatet 1s for the general good that 
interest should be low. It1s for the good certainly of borrowers. Fog 
preferring, however, thcireadvamtage to that of lenders, it would be diffi- 
cult to give any betteg 1eason than that in most countries the governing 
classes are borrowers. ‘It is besides a misapprehension of the causes 
which influence commercial transactions, to suppose that the rate of 
interest is really made lower by law, than it would be made by the spon- 
taneous play of supply and demand. If the competition of boi rowers, left 
unrestrained, would raise the rate of interest to six per cent., this proves 
that at five there would be a greate: demand for loans, than there is 
canital in the market to supply. If the law in these c1ucumstances permits 
no interest beyond five per ccnt., there will be some lenders, who not 
choosing to disobey the Jaw, and not being in a condition to employ their 
capital otherwise, will content themselves with the legal rate ; but others, 
finding that in a season of pressing demand, more may be made of their 
capital by other means than they are permitted to make by Jending it, 
will not lend it at all; and the loanable capital, aleady tocesmall for the 
demand, will be stil further diminished. Of the disappointed candidates 
there will be many at such periods, who must have their necessities 
supplied at any price, and these will readily find a third section of lenders, 
who will not be averse to join in a violation of the law, either by circuitous 
transactions, partaking of the natuic of fraud, or by relying on the honour 
of the bouower. The extra expense’ of the roundabout mode of pro- 
ceeding, ang an eguivalent for the risk’of non-payment and of legal 
penalties, must be paid by the borrower, over and above the extra interest 
which would atany rate have been requucd of him by the general state of 
the market. The laws which were mtended to lower the price paid by 
him for pecumiaiy accommodation, end thus in gieatly mcreasing it. 
These laws have also a directly demoralizing tendency. Knowing the 
difficulty of detecting an illegal pecuniary transaction between two persons, 
in which no thid person is involved, so long as it is the interest of both 
to keep the secret, legislators have adopted the expedient of tempting the 
borrower to become the informer, by making the annulment of the debt a 
part of the penalty for the offence ; thus rewardmg men for obtaining the 
property of otkers by false promises, and then not only refusing payment, 
but invoking leyal penaltics on those who have helped them in their need. 
The moral sense of mankind very rightly infamizes those who resist an 
otherwise just claim on the greund of usury, and, tolerates such a plea 
only when resorted to as the best legal defence available agaist an 
Mtempt really considered as partaking of fraud or extortion. But this 
very severity of pubhc opinion renders the enforcement of the laws so 
difficult, and the infliction of the penalties so rare, that when it does occut 
it mercly victimizes an individual, and has no effect on general practice. 

In so far as the motive of the restriction may be supposed to be, not 
public policy, byt regard for the interest of thee borrower, 1t would be 
difficult to point out any case in which such tenderness on the legislator’s 


part is more misplaced.” eA person of sane mind, and of the age at which 


persons are legally competent to conduct their own conceinus must be 
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presumed to be a sufficient guardian of his pecuniary interests. If he 
may sell an estate, or grant a release, or assign uway all his property, with- 
out control from the law, it seems very unnecessary ,that the only bargain 
which he cannot make without its intermeddling, should be a loan of 
money. The Jaw seems to prerume that the money-lender, dealing with 
sgecessitous persons, can take advantage of their necessities, and exact 
conditions limited only by his own pleasute. Itmught be so if there were 
only one money-lender within reach. But when there 1s the whole moneyed 
capital of a wealthy community to resort to, no borrower 1s placed under 
any disadvantage in the market merely by the urgency of his need. If he 
cannot borrow at the interest paid by other people, 1t must be because he 
cannot give such good security: and competition will limit the extra 
demand to a fair equivalent for the risk of his proving insolvent. Though 
the law intends favour to the borrower, it is to him aboveall that injustice 
is, in this case, done by it. What can be more unjust than that a person 
who cannot give perfectly good security, should be prevented from borrow- 
ing of persons who are willing to lend money to lnm, by their not being 
permitted to1eceive the rate of interest which would be a just equivalent for 
their nsk? Thiough the mistaken kindness of the law, he must either go 
without the money which 1s perhaps necessary to save him from much 
gieater loss@; or be driven to expedients of a far more ruinous descrip- 
tion, which the law either has not found it posssble, or has not happened, 
10 interdict. “ ‘ 

Adam Smith rather hastily expressed the opinion, that only two kinds 
of persons, ‘prodiga!s and projectors,’ could require to boriow money at 
more than the market rate of interest. He should have included all 
persons who are in any pecuniary difficulties, however temporary their 
necessities may be. It may hdppen to any person in .kusinegs, to be dis- 
appointed of the resources on which he had calculated for meeting some 
engagement, the non-fulfilment of which on a fixed day would be bank- 
ruptcy. In periods of commercial difficulty, this 1s the condition of many 
plosperous mercantile firms, who become competitors for the small 
amount of disposable capital which, in a time of general distrust, the 
owners are willing to part with. Up tothe relaxation of the usury laws a 
few years ago, the limitations imposed by those laws were felt as a most 
serious aggravation of every commercial cnsis. Merchants who could 
have obtained the aid they required at an interest of seven or eight per 
cent. for short periods, wére obliged to give 20 or 30, or to resort to forced 
sales of goods at a still greater loss. Experience having ebtruded these 
evils on the notice gf parliament, the soit of compromise took place, ot 
which English legislation affords so many instances, and which helps to 
make our laws and pplicy the mass of inconsistency that they are. We 
reformed the laws as a person reforms a tight shoe, who cuts a hole in it 
where it pinches hardest, and continues to wear jt. Retaining the 
erroneous principle as a general rule, parhament allowed an exception in 
the case in which the practical mischief was most flagrant. It left the 
usury laws unrepealed, but exempted bills of exchange, of not moie than 
three months date, from their operation. Some years afterwards the laws 
were repealed in regaré to all other contracts, but left iq foice as to all 
those which relate to land. Nota particle of reason could be given for 
making this extraordinary distinction ; but the “agricultural mind’ was 
of opinion that the interest on mortgages, though 1t hardly ever comes up 
to the permitted point, would come up to a stil] higher point ; and the 


GOVERNMENT INTERFERENCE ON ERRONEOUS THEORIES. 597 


® 
laws are maintained that the landlords may, as they think, be enabled to 
borrow below the market mate, as the corn-laws were so long kept up that 
the same class might ,be able to sell corn above the market rate. The 
modesty of the pretension 1s quite worthy of the intelligence which can 
think that the end aimed at 1, 1n any way gorwarded by the means used. 

With regard to the ‘prodigals and projectors’ spoken of by Adam, 
Smith ; no law can pievert a predigal from ruining himself, unless it lays 
him or his property under actual restraint, which, on the requisition of his 
relations, the Roman Lav and some of the Continental systems founded 
on it give power in certain cases to do. The only effect of usury laws 
upon a prodigal, 1s to make his ruin rather more expeditious, by driving 
him to a disreputable class of money-dealers, and rendering the conditions 
more onerous by the extra 1isk created by the law. As for projectors, a 
term, in its unfavourable sense, rather unfairly applied to every person 
who has a project ; such laws may put a veto upon the prosecution of the 
most promising enterprise, when planned, as it generally 1s, by a person 
who does not possess capital adequate to its successful completion. 
Many of the grcatest improvements were at first looked shyly on by 
capitalists, and had to wait long before they found one sufficiently ad- 
venturous to be the fiist in a new path. many yeais elapsed before 
Stephenson could convince even the enterprising mescamiule public of 
Liverpool and Manchester of the advantage of substituting railways for 
turnpike-roads ; and plans on which great lakour and large sums have 
been expended with little visible result (the epoch in their progress when 
predictions of failure are sure to be the most mfe)ymay be indefinitely 
suspended, or altogether diopped, and the outlay all lost, if, when the 
original funds are exhausted, the law 4vill not allow more to be raised on 
the terms op whic people are willing to*expose it to the chances of an 
énterprise not yet secure 8f success. 

§ 3. Loans are not the only kind of contract, of which government have 
thought themselves qualified to regulate the conditions better than the 
persons interested. “here is scarcely any commodity which they have 
not, at some place or time, endcavouied to make either dearer or cheaper 
than it would be if left to itself. The most plausible case for artificially 
cheapening a commodity, 1s that of food. The desirableness of the object 
is in this case undeniable. But since the average price of food, like that 
of other things, conforms to the cost of production with the addition of the 
usual profit ; if this price 1s not expected by ¢he farmer, he will, unless 
compelled by law, produce no more than he i1equires for his own con- 
sumption : and the law therefore, if absolutely determined to have food 
cheaper, must substitute, for the ordinary motives to cultivation, a system 
of penalties. If it shrinks frone doing this, it has no resource but that of 
taxing the whole nation, to give a bounty or premium to the grower or 
fmporter of corn, thus giving everybody cheap bread at the expense of 
all: in reality a lafgess to those who go not pay taxes, at the expense of 
those who do; one of the worst forms of a practice essentially bad, that 
of converting the working classes into unworking classes by making them 
a present of subsistence. 

It 1s not, however, so much the general or average price of food, as its 
occasional high price in times of emergency, which governments have 
studied to reduce, In*some cases, as for example the famous ‘maximum: 
of the revolutionary government of 1393, the compulsory regulation was 
an attempt by the ruling powers ta counteract the necessary corfsequences 
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of their own acts; to scatter an indefinite abundance of the circulating 
medium with one hand, and keep down prices with the other; a thing 
manifestly impossible under any regime eacept-one of unmitigated terror. 
In case of actual scarcity, governments are often urged, as they were in 
the Irish emergency of 1847, to take measures of some sort for moderating 
the price of food. But the price of a thing cannot be raised by deficiency 

apt supply, beyond whats sufficient to make a corresponding reduction of 
the consumption ; and if a government prevents.this reduction from being 
brought about by a nse of price, there remains no mode of effecting it 
unless by taking possession of all the food, and serving it out in rations, 
as ina besieged town In a real scarcity, nothing can afford general 
relief, except a determination by the richer classes to diminish their own 
consumption. If they buy and consume their usual quantity of food, and 
content themselves with giving money, they do no good. The price is 
forced up until the poorest competitors have no Jonger the means of 
competing, and the privation of food is thrown exclusively upon the in- 
digent, the other classes being only affected pecuniary. When the 
supply is insufficient, somebody must consume less, and if every rich 
person is determined not to be that somebody, all they do by subsidizing 
their poorer competitors 1s to force up the price so much the higher, with 
no effect but to enrich the corn-dealers, the very reverse of what 1s desired 
by those who -ecommend such measures, All that governments can do 
in these emergencies, 1s to counsel a general maderation in consumption, 
and to interdict such kinds of it a3 are not of primaryimportance. Dhrect 
measures at the cost of the state, to procure food from a distance, are ex- 
pedient when from pecuhar reasons the thing is not hkely to be done by 
private speculation. In any other .case they are a great error. Private 
speculators will not, in such cases, venture to compete with the govern- 
ment ; and though a government can do more than anyone merchant, it 
cannot do nearly so much as all merchants. 

§ 4. Governments, however, are often chargeable with having at- 
tempted, but too successfully, to make things dear, than with having 
aimed by wrong means at making them cheap. ‘lhe usual instrument 
for producing aitificial dearness is monopoly. To confer a monopoly 
upon a producer or dealer, or upon a set of producers or dealers suffi- 
ciently numerous to combine, is to give them the power of levying an 
amount of taxation on the public, for their individual benefit, which will 
not make the public forego the use of the commodity. When the sharers 
in the monopoly are so 1rumerous and so widely scattered that they are 
prevented from combining, the evil 1s considerably less: but even then 
the competition is not so active among a limited, as among an unlimited 
number. Those who feel assured of a fair average proportion in the 
general business, are seldom eager to get a larger share by foregoing a 
portion of their profits A limitation of competition, however partial, 
may have mischievous effects quite disproportioned to the apparent cause. 
The merc exclusion of fo.eigners, from a branch of industry open to the 
free competition of every native, has been known, even in enterprising 
England, to render that branch a conspicuous exception to the general 
industrial energy of the country. The silk manufacture of England 
remained far behind that of other countries of Europe, «o long as the 
foreign fabrics were prohibited. In addition to the tax levied for the 
profit, real or imaginary, of the monopolists, the Consumer thus pays an 
additional tax for their laziness andsincapacity. When relieved from the 
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-mmediate stimulus of competition, producers and dealeis grow indifferent 
to the dictates of their ultuanate pecuniary interest ; preferring to the most 
hopeful prospects, the present ease of adhering to routine. A person 
who is already thriving, seldom puts himself out of his way to commence 
even a lucrative improvemenf, unless urged by the additional motive of 
fear lest some riva) should supplant him by getting possession of it _ 
before him. e é 

The condemnation,of monopolies ought not to extend to patents, by 
which the o1ginator of an improved process 1s peimitted to enjoy, for a 
hmited period, the exclusive privilege of using his own improvement. 
This is not making the commodity dear, for his benefit, but merely post- 
poning a part of the increased chcapness which the public owe to the 
inventor, in order to compensate and rewaid him for the service. That 
he ought to be compensated and rewarded for it, will not be denied, and 
also that if all were at once allowed to avail themselves of his ingenuity, 
without having shared the labouis or the expenses which he had to incur 
in bringing his idea into a practical shape, either such expenses and 
labours would be undeigone by nobody, except very opulent and very 
public-spirited persons, or the state must put a value on the service 
rendeied by an inventor, and make him a pecuniary grant.. This has 
yeen done in some instances, and may be done without inaon¥enience in 
cases of very conspicuows public benefit; but in general an exclusive 
privilege, of temporary duration, 1s preferable; because it leaves nothing 
to any one’s discretion ; because the rewaid conferred by it depends upon 
the invention’s being found useful, and the greater the usefulness the 
greater the 1eward ; and because it is paid by the very persons to whom 
the service is 1endered, the consuméis of the commodity. So decisive, 
indeed, arg thesg consideiations, that*if the system of patents were 
abandoned for that of rewards by the state, the best shape which these 
could assume would be that of°a small temporary tax imposed for the 
inventor's benefit, on all persons making use of the invention. 

§ 5. I pass to another kind of government interference, in which the 
end and the means are alike odious, but which existed in England until 
not much more than twenty years ago, and 1s in full vigour at this day 
in some other countrics. I mean the laws against combinations of work- 
men to raise wages; laws enacted and maintained for the declared 
purpose of keeping wages low, as the famous Statute of Labourers was 
passed by a legislature of employers, to preverk the labouring class, when 
its numbers had been thinned by a pestilence, from taking advantage of 
the diminished competition to obtain higher wages. Such laws exhibit 
the infernal spit of the slave master, when to retain the working classes 
in avowed slavery has ceased to be practicable. 

If it were possible for the working classes, by combining among them- 
--lves, to raise or keep up the general rate of wages, it needs hardly be 
said that this would be a thing not tp be punished, but to be welcomed 
and rejoiced at. Unfortunately, the effect is quite beyond attainment by 
such means. The multitudes who compose the working class aie toe 
numerous, and too widely scattered, to combine at all, much more to 
combine effectually. If they could do so, theymught doubtless succeed 
in diminishing the hours of labour, and obtaining the same wages for less 
work. But if they almed at obtaining actually higher wages than the 
rate fixed by demand and supply—the rate which distributes the whole 
circulating capital of the country among the entire working population— 
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this could only be accomplished by ‘keeping a part of their number pét- 
manently out of employment. As support from public charity would of 
course be refused to those who could get work and would not accept It, 
they would be thrown for support upon the trades union of which they 
were members ; and the workmen collectively would be no better off than 
before, having to support the same numbers out of the same aggregate 
wages. In this way, however, the ¢lass would have ifs attention forcibl 
drawn to the fact of a superfluity of nnmbers, and to the necessity, if 
they would have high wages, of proportioning the supply of labour to the 
demand. 

Combinations to kcep up wages are sometimes successful, in trades 
where the workpcople are few, in number, and collected in a small 
number of local centres, It 1s questionable if combinations ever 
had the smallest effect on the permanent remuneration of spinners or 
weavers ; but the journcymen type-founders, by a close combination, are 
able, it is said, to keep up a 1ate of wages much beyond that which is 
usual in employments of equal hardness and ski]; and even the tailors, 
a much more numerous class, are understood to have had, to some extent, 
a similar success. A rise of wages, thus confined to particular employ- 
ments, is not (like a mse of general wages) defrayed from profits, but 
raises the value and price of the particular article, and falls on the con- 
sumer ; the espitalist who produces the commodity being only injured in 
so far as the high price tends to narrow the mayket ; and not even then, 
unless it does so in a grater ratio than that of the mse of price: for 
though, at higher wages, he employs, with a given capital, fewer workmen, 
and obtains less of the commodity, yet, if he can scll the whole of this 
diminished quantity at the higher price, his profits are as great as before. 

This partial rise of wages, if not gained at the expense of the remainder 
of the working class, ought to Le regaided as a benefih ‘The consumer, 
indeed, must pay for 1t; but cheapness of gooas 1s desirable only when 
the cause of it 1s that their production costs little labour, and not when 
occasioned by that labour’s being ill remunerated, It may appear, how- 
ever, at first sight, that the high wages of the type-lounders (for example) 
are obtained at the general cost of the labouring class. This high 
remuneration either causes fewer persons to find employment in the 
trade, or, 1f not, must lead to the investment of more capital in it, at the 
expense of other tradcs: in the fist case, it throws an additional number 
of labourers on the general market; im the second, it withdraws from 
that market a portion of the demand: effects, both of which are injurious 
to the working classes. Such, indeed, would really be tke result of a 
successful combination in a particular trade or trades, for some time after 
its formation ; but when it 1s a permanent thing, the principles so often 
insisted upon in this treatise, show that i1tecan have no such effect. The 
habitual earnings of the working classes at large can be affected by 
nothing but the habitual requirements of the labourmg peuple: these’ 
indeed may be altered, but while they remain the same, wages never fall 
permanently below the standard of these requirements, and cannot long 
remain above that standard. If there had been no combination in par- 
ticular trades, and the wages of those trades had never been kept above 
the universal level, there 1s no reason whatever to suppose that the 
universal level would have been at all higher than it nowis. There would 
merely have been a great number of people ajtogether, and a smaller 
number of exceptions to the ordinary low rate of wages. 
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Combinations to keep up wages art therefore not only permissible, but 
useful, whenever really calculated to have that effect. It 1s, however, an 
indispensable condition that the combination should be voluntary. No 
severity, necessiry to,the purpose, is too great to be employed against 
attempts to compel workmen to join a union, or take part in a strike, by 
threats or violence. Mere moyal compulsign, by the expression of opinion, 
the law ought not fo interfere with; it belongs to more enlightened 
opinion to iestrun it, byerectifging the moral sentiments of the people. 
Other questions arise when the combination, being voluntary, proposes to 
itself objects really contrary to the public good. High wages and short 
hours are generally good objects, or, at all events, may be so, and a 
limitation of the number of persons in employment may be a necessary 
condition of these. Combinations, therefore, not to work for less than 
certain wages, or for more than a certar number of hours, or even not to 
work for a master who employs more than a certain number of apprentices, 
are, when voluntary on the part of all who engage in them, not only 
unexceptionable, but would be desirable, were it not that they almost 
always fail of their effect. Dut in many trades’ unions, it 1s among the 
rules that there shall be no task work, or no difference of pay between the 
most expert workmen and the most unskulful, or that no member of the 
union shall earn more than a certain sum per week, in order that there 
may be more employment for the rest. These are combinations to effect 
objects which are perniciqus. ‘Their success, even when only partial, 1s a 
public mischief ; and were it complete, would pe equal in magnitude to 
almost any of the evils arising from bad economical legislation. Hardly 
anything worse can be said of the worst Jaws on the subject of industry 
and its remuneration, than that they place the encrgetic and the idle, the 
skilful and the incompetent on a lev el@ and this it 1s the avowed object of 
the 1egulatigns ofdhese unions to do. Ary society which exacts from its 
members obedience to 1ufes of this description, and endeavours to enforce 
comphance with them on the part°of employers by refusal to work, incuts 
the inconveniences of Communism, without getting 11d of any of those of 
individual property. * A’ does not follow, however, that the law would be 
warranted in making the formation of such associations illegal and 
punishable. Independently of all considerations of constitutional liberty, 
the best interests of the human race now inperatively require that all 
economical experiments, voluntarily undertaken, should have the fullest 
license, and that force and fraud should be the only means of attempting 
to benefit themselves which are interdicted to ¢he less fortunate classes 
of the community. 

§ 6. Among the modes of undue exercise of the power of govern- 
ment, on which I have commented in this chapter, 1 have included only 
such as rest on theories which have still more or less of footing in the 
most enlightencd countries. I have not spoken*of some which have 
‘Gone still“ffreater mischief in times not lony past, but which are now 
generally given up, at least in theory, though enough of them still remain 
in practice to make it impossible as yet to class them among cxploded 
errors. 

The notion, for example, that a government should choose opinions for 
the people, and should not suffer any doctrines »n politics, morals, law, 
or religion, but such as it approves, to be printed or publicly professed, 
may be said to be altogether abandoned as a general thesis. It is now 
well understood that a 1¢gime of this gort is fatal to all prosperity, even 
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of an economical kind ; that the human mind, when prevented either by 
fear of the law or by fear of opinion from exercising its faculties freely on 
the most important subjects, acquires a gencral torpidity and imbecility, 
by which, when they reach a certain pcint, it is‘disqualified from making 
any considerable advances even in the common affeirs of life, and which, « 
when greater still, make 1t gradually lose even its previous attainments. 
There cannot be a more decisive example than Spain and Portugal, from 
the Reformation to the present time. The decline of those countries in 
national gieatness and even in material @viliza‘ion, while almost all the 
other nations of Europe were uninteiuptedly advancing, has been 
ascribed to various causes, but there 1s one which hes at the foundation 
of them all: the Holy Inquisition, and the system of mental slavery of 
which it is the symbol. 

Yet although these truths are very widely recognised, and freedom both 
of opimon and of discussion 1s admitted as an axiom in all fice countries, 
this apparent liberality and tolerance has acquired so little of the 
authority of a principle, that it 1s always ready to give way to the dread 
or horror inspired by some particular sort of opinions. Within the last 
two or three years several individuals have suffered imprisonment for the 
public profession, sometimes in a very temperate manner, of infidel 
opinions ; and it 1s probable that both the public and the government, at 
the first penic which arises on the subject of Chartism on Communism, 
will fly to sintflars:means for checking the propagation of democratic or 
anti-property doctrines. In this country, however, the effective restraints 
on mental freedom proceed much less from the law or the government, 
than from the intolerant temper of the national mind ; arising no longer 
from even so respettable a source as bigotry or fanaticism, but rather 
from the gencral habit, both in opinion and conduct, of making adherence 
to custom the rule of hfe, and enfércing it, by social penalties, against 
all persons who, without a pafty to back them, asse.t thei~ individual 
independence. 


CHAPTER XI. 


OF THE GROUNDS AND LIMITS OF THE LAISSER-FAIRE OR NON« “ 
INTERFFRENCE PRINCIPLE. 


§ 1. WE have now reached the last part of our undertaking; the 
discussion, so far as suited to this treatise (that is, so far as it is a question 
of principle, not detail) of the limits of the province of government ; the 
question, to what olyects governmental intervention in the affairs of 
society may or should extend, over and above those which necessarily 
appertain to it. No subject has been ’more keenly contested in the 
present age: the contest, however, has chiefly been carried on around 
certain select points, with only flying excursions into the rest of the field. 
Those indeed who have discusseé any particular question of government 
interference, such as state education (spiritual or secular), regulation of 
hours of labour, a public provision for the poor, etc., have often dealt 
largely in general arguments, far outstretching the special application 
made of them, and have shown a sufficiently strong bias.either in favour 
of letting things alone, or in favour of meddling; but have seldom 
declared, or apparently decided in their own minds, how far they would 
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barry either principle. The supporters of interference have been content 
with asserting a general right and duty on the part of government to 
intervene, whetever its inteyvention would be useful : and when those who 
have been called the /asser-faire school have attempted any definite 
limitation of the province of goveinment, they have usually restricted it 
to the protection of person and property against force and fiaud; a 
definition to which neither they nor any one else can deliberately adher 
since it excludes, a# has been ghown in a preceding chapter,* some o 
the most indispensable and unanimously recognised of the duties of 
rovernment. ee 

Without professing entirely to supp'y this deficiency of a general 
theory, on a question which docs not, as I conceive, admit of any 
universal solution, I shall attempt to afford some httle aid towards the re- 
solution of this class of questions as thcy atise, by examining, in the most 
general point of view im which the subject can be considered, what 
are the advantages, and what the evils or inconveniences, of government 
interference. 

We must set out by distinguishing between two kinds of intervention 
oy the government, which, though they may relate to the same sulycct, 

iffer widely in their natute and effects, and require, for their justification, 
motives of a very different degree of urgency. The intervention may 
extend to controlling the free agency of individuals. GowsrnMhent may 
interdict all persons from doing certain things; or fiom doimg them 
without its authorization ; or may prescybe to,them certain things to be 
done, or a certain manner of doing things which itis Ieft optional with 
them to do orto abstain from This isthe authoriigfive interference of 
government. There is angther kind of inteivention which is not 
authoritative: when a government, 1@tcad of issuing a command and 
enforcing it by Papalties, adopts the cowise so scldom resoited to by 
government§, and “of which such important use might be made, that 
of giving advice, and promulg@ting information; or when, leaving 
individuals free to use their own means of pursuing any object of general 
interest, the governf#.-nt, no. meddling with them, but not trusting the 
object solely to their care, establishes, side by side with their arrange- 
ments, an agency of its own for a like purpose. Thus, it 1s one thing to 
Maintain a Church Establishment, and another to refuse toleration to 
other religions, or to peisons professing no 1eligion. It is one thing to 
provide schools or colleges, and another to requne that no person shall 
act as an instructor of youth without a government license. ‘Thcie 
might be a ngtional bank, or a government manufactory, without any 
monopoly against private banks and manufactories, There might be a 
post-office, without penalties against the conveyanc® of Ictte:s by other 
means. Theie may be a corps @f government envincers for civil put poses, 
while the profession of a civil engineer is free to be {Adopted by every one. 
re public hospitals, without any restriction upon private 
medical or surgical ractice. 

§ 2. It is evident, even at first sight, that the authoritative form 
of government intervention has a much more limited sphere of legitimate 
action than the other. It requires a much stronger necessity to justify it 
in any case, while there are large departments ofehuman life from which 
it must be unre$ervedly and imperiously excluded. Whatever theory we 
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neglected, and an excuse is always ready for the neglect ; while the heads 
of the administiation have their minds so fully taken up with official 
details, in however perfunctory a manner suptrintended, that they have 
no time or thought to spate for the gieat inteiests of the state, and the 
preparation of enlarged measures of social improvement. 

But these inconveniences, though real and senous, result much more 
érom the bad organization of gove:inments, than fromethe extent or vanety 
of the duties undertaken by them. Goveinmest 1s not a name for some 
one functionary, or definite number of functionaries * there may be almost 
any amount of division of labour within the admiustrative body itself. 
The evil in question is felt in great magnitude under some of the govern- 
ments on the Continent, wheie six or eight men, living at the capital and 
known by the name of ministcis, demand that the whole public business 
of the country shall pass, or be supposed to pass, under their individual 
eye. But the inconvenience would be reduced to a very manageable 
compass, in a country in which there was a proper distribution of 
functions between the central and local officers of government, and in 
which the central body was divided into a sufficient number of depart- 
ments. When Parhament thought it eapedient to confer on the govern- 
ment an inspecting and partially controlling authonty over railways, it 
did not qdd railways to the department of the Home Munister, but 
created a Raiiway Board. When it determined to have a cential super- 
intending authoty for pauper administration, 1t established the Poor 
Law Commission. There are few countues in which a gieater number 
of functions are discharged by public officers, than in some states of the 
American Union, particularly the New England States. but the division 
of labour in public business 1s extkeme ; mest of these officers being not 
even amenable to any common superior, but performing their duties 
freely, under the double check of election by their #swnsmen, and civil 
as well as criminal responsibility to the tribunals. ; 

It is, no doubt, indispensable to good government that the chiefs of the 
administration, whether permanent or tempouary, should extend a com- 
manding, though general, view over the czsewble of all the interests 
confided, in any degree, to the responsibility of the cential power. But 
with a skilful internal organization of the administrative machine, leaving 
to subordinates, and as far as possible to local subordinates, not only the 
execution, but to a great degice the control, of details; holding them 
accountable for the results of their acts rather than for the acts them- 
selves, except where these come within the cognizance of the tribunals ; 
taking the most effectual secuiities for honest and capable ippointments ; 
opening a broad pgth to promotion from the inferior degrees of the 
administrative scale to the superior; leaving, at each step, to the func- 
tionary, a wider range in the orginatibn of measues, so that, in the 
highest grade of all, deliberation may be concentrated on the great 
collective inteiests of the country in each depaitment ; if all tnFwete 
done, the government would net probably be overburthened by any 
business, in other respects fit to be undertaken by it; though the over- 
burthening would remain as a serious addition to the inconveniences 
incurred by its undertaking any which was ‘unfit. 

§ 5. But although a better organization of governments would greatly 
diminish the force of the olyection to the mere multiplication of their 
duties, 1t would still remain true that in all the more advanced com- 
munities, the great majority of thengs are worse done by the intervention 
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of government, than the individuals most interested in the matter would 
do them, or cause them to be done? if left to themselves. The grounds 
of this truth are expressed with toletable exactness in the popular dictum, 
that people understand thesr own business and their own interests better, 
and care for them mie, than the government docs, or can be expected 
todo. This maxim holds true throughout the greatest part of the business 
of life, and wherever it 1s trueswe ought toecondemn every kind of govern- 
ment intervention teat conflicts with 1t. The inferiority of governme 
agency, for example, in any of the common operations of industry or 
commerce, is proved by the fact, that it 1s hardly ever able to maintain 
itself in equal competition with individual agency, where the individuals 
possess the requisite degree of industial enterprise, and can command 
the necessary assemblage of means. AJ] the facihtics which a govern- 
ment enjoys of access to information ; all the means which it possesses 
of remunerating, and therefore of commanding, the best available talent 
in the market~are not an equivalent for the one great disadvantage of an 
inferior interest in the result. 

It must be 1emembered, besides, that even if a government were 
superior in intelligence and knowledge to any single individual in the 
nation, it must be inferior to all the individuals of the nation taken 
together. It can neither possess in itself, nor enlist in its service, more 
than a portion of the acquirements and capacitics which the cogntry con- 
tains, applicable to any given purpose, There must deemany persons 
equally qualified for the work with those whom the government employs, 
even if it selects its instruments with wo reference to any consideration 
but their fitness. Now these aie the very persons into whose hands, in 
the cases of most common occurience, a system ef individual agency 
naturally tends to throw the work, bgcause they are capable of doing it 
better and on cheaper terms than anyother persons. So far as this is the 
case, it 1S evideniathat government, by e€cluding or even by superseding 
individual agegcy, cither substitytes a less qualified instrumentality for 
one better qualified, or at any rate substitutes 1ts own mode of accom- 
plishing the work, fpr all the variety of modes which would be tned by a 
number of equally qualified persons aiming at the same end ; a competi- 
tion by many degrees more propitious to the progress of 1mprovement, 
than any uniformity of system. 

§ 6. I have reserved for the last place one of the strongest of the 
reasons against the extension of government agency. Even if the 
government could comprehend within itself, in each department, all 
the most eminent intellectual capacity and aé@tive talent of the nation, 
it would not be the less desirable that the conduct of a large portion of 
the affairs of society should be left in the hands of the persons immedi- 
ately interested in them. The business of life is an essential part of the 
practical education of a people*; without which, bgok and school instruc- 

_tion, though most necessary and salutary, does not suffice to qualify them 
fi uct, and fog the adaptation of means to ends. Instruction 1s only 
one of the desiderata of mental imprevement ; another, almost as indis- 

nsable, is a vigorous exercise of the active energies ; labour, contrivance, 
iudgment, self-control : and the natural stimulus to these is the difficulties 
af life. This doctrine is nét to be confounded with the complacent 
sptimism, whigh represents the difficulties of Iffe as desirable things, 
Hecauee they call forth qualities adapted to combat with difficulties. It is 
ooly bacause the difficulties exist, that the qualities which combat with 
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them are of any value. As practical beings it is our business to free 
human life from as many as possible of its difficulties, and not to keep up 
a stock of them as hunters preserve game, for the exercise of pursuing it. 
But since the need of active talent and practical jugment in the affairs 
of life can only be diminished, and not, even on the most favourable 
supposition, done away with, it 1s important that those endowments 
should be cultivated not merely in a select few, but ,n all, and that the 
cultivation should be more varied and comple‘e than most persons are 
able to find in the nairow sphere of their merely individual interests. A 
people among whom there is no habit of spontaneous action for a collective 
interest —who look habitually to their government to command or prompt 
them in all matters of joint concern—who expect to have everything done 
for them, except what can be made an affair of mere habit and routine— 
have their faculties only half developed ; their education 1s defective in 
one of its most 1mportant branches. 

Not only 1s the cultivation of the active faculties by exercise, diffused 
through the whole community, 1n itself one of the most valuable of national 
possessions it 1s rendeied, not less, but more, necessary, by the fact, that 
a high degree of that indispensable culture 1s systematically kept up in 
the chiefs and functionanes of the state. ‘There cannot be a combination 
of circumstances more dangerous to human welfare, than that in which 
intelligence a..d talent are maintained at a Ingh standaid within a 
governing corporation, but starved and disccurayed outside the pale. 
Such a system, more coripletel; than any other, embodies the idea of 
despotism, by arming with intellectual superio:ty as an additional weapon, 
those who have alre..dy the legal power. It approaches as nearly as the 
organic difference between human beings and other animals admits, to 
the government of sheep by their shepherd, without anything hke so 
strong an interest as the shepuerd has in the thrivigg condition of the 
flock. The only security against political slavery, is the check maintained 
over governors, by the diffusion of intelligence, activity, and public spirit 
among the governed. Experience proves the extreme difficulty of per- 
manently keeping up a sufficiently high standard of those qualities; a 
difficulty which incieases, as the advance of civilization and security 
removes one after another of the hardships, embarrassments, and dangers 
against which individuals had formerly no resource but in their own 
strength, skill, and courage It 1s therefore of supreme importance that 
all classes of the community, down to the lowest, should have much to do 
for themselves ; that as: great a demand should be made upon their 
intelligence and virtue as itis in any respect equal to; that the govern- 
ment should not only, leave as much as possible to their own faculties the 
conduct of whatever concerns themselves alone, but should suffer them, or 
rather encourage them, to manage as many as possible of their joint 
concerns by voluntary co-operation ; since the discussion and management 
of collective interests 1s the great school of that public spint, &ta-.cegeeat< 
source of that intelligence of public affaus, which are‘always regarded as 
the distinctive character of the public of free countries. 

A democratic constitution, not supported by democratic institutions in 
detail, but confined to the central government, not only is not political 
freedom, but often creates a spirit precisely the reverse, carrying down to 
the lowest grade in society the desire and amlnition of political domination. 
In some countries the desire of the people 1s for ndt being tyrannized over, 
but in others it 1s merely for an equal chance to everybody of tyrannizing. 


LIMI¥S Of THE PROVINCE OF GOVERNMENT.° 609 


Unhappily, this last state of the desires is fully as natural to mankind as 
the former, and in many of the conditions even of civilized humanity, is 
far more largely exemplified. In proportion as the people are accustomed 
to manage their affaire by their own active intervention, instead of leaving 
them to the government, their cdesizes wii turn to repelling tyranny, rather 
than to tyrannizing : while in proportion a all real initiative and direction 
resides in the goverament, and individuals habitually feel and act as undes 
its perpetual tutelage, popular isstitutions develop in them not the desne 
of freedom, but an unmegsured appetite for place and power ; diverting 
the intelligence and activity of the country from its principal business, to 
a erence competition for the selfish prizes and the petty van'ties of 
omce, e 

§ 7. The preceding are the principal reasons, of a general character, in 
favour of restricting to the narrowest compass the intervention of a public 
authority in the business of the community : and few will dispute the more 
than sufficiency of these reasons to throw, in every instance, the burthen 
of making out a strong case, not on those who resist, but on those who 
recommend, government interference. Lazsser-fazre, in short, should be 
the general practice : every departure from it, unless required by sorne 
great good, is a certain evil. 

The degree in which the maxim, even in the cases to whichgt is most 
manifestly applicable, has heretofore been infringed by®governments, 
future ages will probablyehave difficulty in crediting. Some idea may 
be formed of it from the descmption by M. Dunoyer* of the restraints 
imposed on the operations of manufacture under the old government of 
France, by the meddling and regulating spirit of legislation. 

‘La socicté exercait sur la efabricatign Ja juridiction la plus illimitée et 
Ja plus arbitraire : elle disposait sans scrupule des facultés des fubricants ; 
elle décidaitqui peurrait paves quelle’ chose on pourrait faire, quels 
matériaux on devrait employer, qyels procédés il faudrait suivre, quelles 
formes on donnerait aux produits, etc. Il ne suffisait pas de faire bien, 
de faire mieux, il falJait faireesuivant les régles. Qui ne connait ce 1égle- 
ment de 1670, qui prescrivait de saisir et de clouer au poteau, avec le nom 
des auteurs, les marchandises non conformes aux régles tracées, et qu, a 
la seconde récidive, voulait que les fabricants y fussent attachés eux- 
mémes? Il ne s’agissait pas de consulter le gotit des consommateurs, 
mais de se conformer aux volontés de la loi. Des légions d‘inspecteurs, 
de commissaires, de contréleurs, de jurés, de gardes, étaient chaigés de 
les faire exécuter ; on brisait les métiers, on bfilait les produits qui n'y 
étaient pas cofformes : les améliorations étaient punies ; on mettait Jes 
inventeurs 4 l’amende. On soumettait 4 des régles différentes la fabrica- 
tion des objets destinés 4 la consommation intérieure et celle des produits 
destinés au commerce étranget. Un artisan n’¢jait pas le maitre de 
choisir le lieu de son établissement, m de travailler en toute saison, ni de 

° cravediiet bour tout.le monde. I] existe un décret du 30 Mars, 1700, qui 
borne 2 dix-huit villes le nombre des ligux of Pon pourra faire des bas au 
métier; un arrét du 18 Juin, 1723, enjoint aux fabricants de Rouen de 
suspendre leurs travaux de rer Juillet au 15 Septembre, afin de facilirer 
ceux de la récolte ; Louis XIV., quand 11 voulut entreprendre la colonrade 
du Louvre, défqndit aux particuliers d’employer des ouvriers sans sa per- 
mission, sous peine de 10,000 livres d’amende, et aux ouvriers de trav ail'er 


* De la Liberté di Travazl, vol. ii pp. 353-4. 
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pour les particuliers, sous peine, pour la premiére fois, de la prison, et 
ur la seconde, des galéres.’ 

That these and similar regulations were not 2 dead letter, and that the’ 
officious and vexatious meddling was prolonged down to the French 
Revolution, we have the testimony of Roland, the Girondist minister.* 
‘I have seen, says he, ‘eighty, ninety, a hundred pieces of cotton or 
wollen stuff cut up, and completely destroyed. I have witnessed similar 
scenes every week for a number of yea:s. I have seen manufactured 
goods confiscated ; heavy fines laid on the manufactureis ; some pieces 
of fabric were burnt in public places, and at the nours of market: others 
were fixed to the pillory, with the name of the manufacturer inscribed 
upon them, and he himself was threatened with the pillory, in case of a 
second offence. All this was done under my cyes, at Rouen, in conformity 
with existing regulations, or ministezial orders, What crime deserved so 
cruel a punishment? Some defects in the matciials employed, or in the 
texture of the fabric, or even in some of the threads of the warp. 

‘I have frequently seen manufacturers visited by a band of satellites 
who put all in confusion in their establishments, spread terror in their 
families, cut the stuffs from the frames, tore off the warp from the looms, 
and carried them away as proofs of infiingement ; the manufacturers 
were summoned, tried, and condemned : their goods confiscated ; copies 
of their judgni ont of confiscation posted up in every public place ; fortune, 
reputation, credit, all was lost and destroyed. And for what offence? 
Because they had made cf worsted, a kind of cloth called shag, such as 
the English used to manufacture, and even sell in France, while the 
French regulations ‘stated that that kind of cloth should be made with 
mohair. I have seen other manufacturers. ke in the same way, 
because they had made camlets o: a particular Width, used in England 
and Geimany, for which there was a great demand from Spain, Portugal, 
and other countries, and fiom several paits of*I rance, while the Fiench 
regulations prescribed other widths for tamlets.’ . 

The time is gone by, when such applications as these of the principle 
of ‘paternal government’ would be attempted, in ‘even the least en- 
lightened country of the European commonwealth of nations. In such 
cases as those cited, all the general objections to government interference 
are valid, and several of them in nearly their highest degree. But we 
must now turn to the second part of our task, and direct our attention to 
cases, in which some of those gencral objections are altogether absent, 
while those which can isever be got rid of entirely, are overiuled by 
counter-considerations of still greater 1mportance. v 

We have observed that, as a general rule, the business of life is better 
performed when those who have an immediate interest in it are left to 
take their own course, uncontrolled either by the mandate of the law o1 
by the meddling of any public functionary. The persons, or some of the 
persons, who do the work, are likely to be better judges thatthesaxvaer- 
ment, of the means of attaining the particular end ut which they aim 
Were we to suppose, what ts not very probable, that the government ha: 
possessed rtself of the best knowledge which had been acquired up to : 
given time by the persons most skilled in the occupation ; even then, thi 
individual agent has so‘much stronger and more direct an interest in thi 


ia ae at second hand, from Mr. Carey’s Essay on the Rate of Wage 
PP- 195-0. 
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result, that the means are far more likely to be improved and perfected if 
left to his uncontrolled choice. But if the workman 1s generally the best 
selector of means, can it Be affirmed with the same universality, that the 
consumer, or personsserved, is the most competent judge of the end? Is 
the buyer always qualified to judge of the commodity? If not, the pre- 
sumption in favour of the cofnpetition of the market does not apply to the 
case ; and if the commodity be one, in the quality of which society has 
much at stake, the balante of fdvantages may be in favour of some mode 
or degree of interventton, by the authorized representatives of the collective 
interest of the state. 

§ 8. Now, the proposition that the consumer is a competent judge of 
the commodity, can be admitted onlY¥ with numerous abatements and 
exceptions. He Is generally the best judge (though even this is not true 
universally) of the material objects produced for his use. These are 
destined to supply some physical want, or gratify some taste or inclina- 
tion, respecting which wants or inclinations there is no appeal from the 
person who feels them; or they are the means and appliances of some 
occupation, for the use of the persons engaged in 1t, who may be presumed 
to be judges of the things required in their own habitual employment. 
But there are other things, of the worth of which the demand of the 
market 1s by no means a test; things of which the utility qoes flot consist 
in ministering to inclinations, nor in serving the daily uses of life, and the 
want of which 1s least fel€ where the negd 1s greatest. ‘This 1s peculiarly 
true of those things which are chiefly useful as tending to 1aise the 
character of human beings. The uncultivated cannot be competent 
judges of cultivation. Those who most need to be made wiser and 

etter, usually desire it least? and if tleey desired it, would be incapable of 
finding the way to 1t by their own lights, It will continually happen, on 
the voluntary syst@m, that, the end not being desired, the means will not 
be provided ateall, or that, the persons requiring improvement having an 
imperfect or altogether erroneous conception of wnat they want, the 
supply called forthe by the @emand of the market will be anything but 
what is really required. Now any well-intentioned and tolerably civilized 
government may think without presumption that it does or ought to 

ossess a degree of cultivation above the average of the community which 
it rules, and that it should therefore be capable of offering better education 
and better instruction to the people, than the greater number of them 
would spontaneously select. Education, therefpie, 1s one of those things 
which it is admissible in principle that a government should provide for 
the people. “The case is one to which the reasons of the non-interference 
principle do not necessarily or universally extend.*® 


* In opposition to these opinior&, a writer, with who on many points I agree, 
but whose hostility to government intervention seems to me too indiscriminate and 
Lago ficu, MM. Dunoyer, observes, that instruction, however good in itself, can 
only be tiseful to the®public, in so far as they are willing to receive it, and that 
the best proof that the instruction 1s suitable to their wants, 1s its success as a 

niary enterprise. This argument seems no more conclusive respecting 
instruction for the mind, than itevould be respecting medicine for the body. No 
medicine will do the patient any good if he cannot be ynduced to take it; but we 
are not bound fo admit as a corollary from this, that the patient will select the 
right medicine without assistance. Is it not possible that a recommendation, from 
any quarter which he respécts, may induce him to accept a bettcr medicine than 
he would spontaneously have chosen? This 1s, in respect to educatign, the very 
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With regard to elementary education, the exception to ordinary rules 
may, I conceive, justifiably be carried still ferther. There are certain 
primary elements and means of knowledge, which it is in the highest 
degree desirable that all human beings born into the community should 
‘acquire during childhood. If their parents, or those on whom they 
gepend, have the power of obtaining for them this instruction, and fail to 

0 it, they commit a double breach of duty : towards the children them- 
selves, and towards the members of the community-generally, who are all 
liable to suffer seriously from the consequences of ignorance and want of 
education in their fellow citizens. It is therefore an allowable exercise of 
the powers of government, to impose on parents the legal obligation of 
giving elementary instruction to children. This however cannot fairly 
be done, without taking measures to ensure that such instruction shall be 
always accessible to them, either gratuitously or at a trifling expense. 

It may indeed be obyected that the education of children is one of 
those expenses which parents, even of the labouring class, ought to 
defray ; that it 1s desirable that they should feel it incumbent on them to 
provide by their own means for the fulfilment of their duties, and that by 
giving education at the cost of others, just as much as by giving subsis- 
tence, the, standard of necessary wages 1s proportionally lowered, and the 
springs of’exextion and self-restraint in so much relaxed. This argument 
could, at best, be only valid if the question were that of substituting a 
public provision for what individuals would otherwise do for themselves ; 
if all parents in the labouring class recognised and practised the duty of 
giving instruction to,their children at their own expense. But inasmuch 
as parents do not practise this duty, and do,not include education among 
those necessary expenses which their wages must provide for, therefore 
the general rate of wages 1s not-high enough to bear those exnenses, and 
they must be borne from some other source. And this 1s not one of the 
cases in which the tender of help perpetuates the state of things which 
renders help necessary. Instruction, when. it 1s really such, does not 
enervate, but strengthens as well as enlarges the active faculties: in 
whatever manner acquired, its effect on the mind 1s favourable to the 
spirit of independence : and when, unless had gratuitously, 1t would not 
be had at all, help in this form has the opposite tendency to that which in 


point in debate. Without coubt, instruction which 1s so far in advance of the 
people that they cannot be induced to avail themselves of it, is to them of no more 
worth than if it did not exist. But between what they spontaneously choose, and 
what they will refuse td accept when offered, there 1s a breadth of interval pro- 
portioned to their deference for the recommender. Besides, a thing of which the 
public are bad judges, may require to be shown to them and pressed on their 
attention for a long time, and to prove its advantages by long experiex ce before 
they learn to appreciate it, yet they may learn at last; which they might never 
have done, if the thing had not beer thus obtruded upon them in act, but only 
recommended in theory. Now, a pecumiary speculation cannot wait years, or 
perhaps generations, for success ; 1t must succeed rapidly, or not at all. Another 
consideration which M. Dunoyer seems to have’ overlooked, 1s, that institutions 
and modes of tuition which never could be made sufficiently popular to repay, 
with a profit, the expenses incurred on them, may be invaluable to the many by 
giving the highest quality of cducation to the few, an’keeping up the perpetual 
succession of superior minds by whom knowledge 1s advanced, and tte community 
urged forwerd in civilization. 
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so many other cases makcs it objectionable ; it is help towards doing 
without help. 3 

In England, and most European counttiics, elementary instruction 
cannot be paid fér, at its full cost, fiom the common wages of unskilled 
labour, and would not if it could. gfhe altcinative therefore 1s not 
between government and private speculation, but between a government 
provision and voluntary chgrity : between interference by government, 
and interference by associations of individuals, subsciubing their own 
money for the purp@se, like the two great School Societies. It 1s, of 
course, not desirable that anything should be done by funds derived from 
compulsory taxation, which is already sufficiently well done by individual 
hberality. How far this is the case with school instruction, 1s, in each 
particular instance, a question of fact The education provided in this 
country on the voluntary principle has of late bcen so much discussed, 
that it is ncedless in this place to criticize it minutely, and I shall merely 
express my conviction, that even in quantity it 1s, and 15 likely to remain, 
altogether insufficient, while in quality, though with some slight tendency 
to improvement, it 1s never good except by some rare accident, and 
genelally so bad as to be little more than nominal I hold at therefore 
the duty of the government to supply the defect, by providing elementary 
schools, accessible to all the childien of the poor, gitker fitely, or for a 
payment too inconsiderable to be sensibly felt the 1emamder of the cost 
to be defrayed, as in Scotland, by a peal rate, that the inhabitants of the 
locality might have a stronger interest in watching over the management, 
and checking negligence and abuse, y 

One thing must be strgnuously insisted on ; that the government must 
claim no menopoly for its educatidh, either in the lower or in the higher 
branches ; must eveit neither autho. nor influence to induce the people 
to resort to its teaclfers in preference to others, and must confer no 
peculiar ad®antages on those ®ho have been instructed by them. Though 
the government teachers will probably be supe1or to the average of 
private instruct6rs, they will not embody all the knowledge and sagacity 
to be found 1n all instiuctors taken together, and it 1s desirable to leave 
open as many roads as possible to the desied end. Nor 1s it to be 
enduied that a government should, either de juve or de facto, have a 
complete control over the education of the whole pcople. To possess 
such a control, and actually exert it, 1s to be a despot. A government 
which can mould the opinions and sentiments of the people from their 
youth upwards, can do with them whatever it pleases ‘Though a govern- 
ment, therefore, may, and in many cases ought to, establish schools and 
colleges, 1t must neither compel nor biibe any fierson to come to them ; 
nor ought the power of individuals to sct up 1ival establishments to depend 
in any degree upon its authorization. It ma be justified m requtring 

fron ullthe people that they shall possess instruction in certain things, 
but not in pres@rbing to them how or from whom they shall obtain it. 

§ g In the matter of educatiof, the intervention of government is 
justifiable because the case 1s not one in which the interest and judgment ' 
of the consumer are a sufficient secuiity for the goodness of the com- 
modity Let us now consider another class gf cases, where there is no 
person in the situation of a consumer, and wheie the mteiest and judg- 
ment to be relied ot,are those of the agent himself; as in the conduct of 
any business in which he 1s exclusively interested, or in entering into any 
contract or engagement by which fe himself 1s to be bounds 
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The ground of the practical principle of non-interference must here be, 
that most persons take a juster and more intelligent view of their own 
interest, and of the means of promoting it, than can either be prescribed 
to them by a general enactment of the legislature, or pointed out in the 
particular case by a public functionary. The maxim is unquestionably 
sound as a general rule; but there is no difficulty in perceiving some very 
large and conspicuous exceptions to it. These may *e classed under 
several heads. "s ‘ 

First :—The individual who is presumed to be the best judge of his own 
interests may be incapable of judging or acting for himself; may be a 
lunatic, an idiot, an infant: or though not wholly incapable, may be of 
immature years and judgment. In this case the foundation of the /atsser- 
faire principle breaks down entiiely. The person most interested is not 
the best judge of the matter, nor a competent judge at all. Insane 
persons are everywhere regarded as proper objects of the care of the 
state. In the case of children and young persons, 1t 1s common to say, 
that though they cannot judge for themselves, they have their parents or 
other relatives to judge for them. But this removes the question into a 
different category ; making it no longer a question whether the govern- 
ment should interfere with individuals im the direction of their own 
conduct and interests, but whether it should leave absolutely in their 
power the conduc. and interests of somebody else. Parental power is as 
susceptible of abuse as any other power, and is, as a matter of fact, 
constantly abused. iY !aws Jo not succeed in preventing parents from 
brutally il-treating, and even from murdeiing their children, far less 
ought it to be presumeu that the interests of children will never be sacri- 
ficed, in more commonplace and less revolting ‘ways, to the selfishness or 
the mistakes of their parents. Whatever :t can be clearly seen that 
parents ought to do or forbear fér the iterest of chilZren, the law is 
warranted, if it is able, in compelling tg be done or forkorne, and is 
generally bound to do so. To take an example from the peculiar province 
of political economy ; it 1s nght that children, and youn persons not yet 
arrived at maturity, should be protected, so far as the eye and hand of 
the state can reach, from being over-worked. Labouring for too many 
hours in the day, or on work beyond their strength, should not be per- 
mitted to them, for if permitted 1t may always be compelled. Freedom 
of contract, in the case of children, is but another word for freedom 
of coercion. Education also, the best which circumatances admit 
of their receiving, is not “a thing which parents or relatives, from 
indifference, jealousy, or avarice, should have it in their ‘power to 
withhold. : 

The reasons for legal intervention in favour of children, apply not less 
strongly to the case of those unfortunate slaves and victims of the most 
brutal part of mankind, the lower animals, It 1s by the groggegt. mis-_ 
understanding of the principles of liberty, that the inflictien of eenaany 
Eocene on ruffianism practised tewards these defenceless creatures, 

s been treated as a meddling by government with things beyond its 
province; an interference with domestic hfe. The domestic hfe of 
domestic tyrants is one of the things which it Is the most imperative on 
the law to interfere with ; and it is to be regretted that metaphysical 
scruples respecting the nature and source of the authority of govern- 
ment, should induce many warm supporters of laws against cruelty to 
animals to seek for a justification of such laws in the incidental conse- 
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quences of the indulgence of ferocious habits, to the interests of human 
beings, rather than methe intrinsic merits of the case itself. What it 
would be the duty of a human being, possessed of the requisite physical 
strength, to prevent by force if attempted in his presence, it cannot be less 
incumbent’on society geneyally to repress. The existing laws of England 
on the subject age chiefly defective in the tiifling, often almost nomypal, 
maximum, to which the penalty even in the worst cases 1s limited ; a° 
fortnight’s imprisongnent, or a fine of foity shillings. 

Among those members of the community whose freedom of contract 
ought to be controlled by the legislature for their own protection, on 
account (it 1s said) of their dependenj position, it is frequently proposed 
to include women : and in the1ecent Factory Act, their labour, in common 
with that of young persons, has been placed under peculiar restrictions. 
But the classing together, for this and other purposes, of women and 
children, appears to me both indefensible in principle and mischievous in 
practice. Cluldren below a certain age caszot judge or act for them- 
selves ; up to a considerably greater age they are inevitably more or less 
disqualified for doing so; but women are as capable as men of appre- 
Ciating and managing their own concerns, and the only hindrance to 
their doing so arises from the injustice of their present socgal position. 
So long as the law makes everything which the wife acquires the property 
of the husband, while by compelling her to live with him it forces her to 
submit to almost any amount of morad and even physical tyranny which 
he may choose to inflict, there is some ground for 1egarding every act 
done by her as done under coercion : but it 1s the great error of reformers 
and philanthropists in our dime, to pibble at the consequences of unjust 
powcr, instead of redressing the injustice itself. If women had as absolute 
acontrol as menghave, over their own fersons and their own patrimony 
or acquisitions, there would be no plea for hmiting their hours of labouring 
for themselves, in order that they might have time to labour for the 
husband, in whaj is called, by the advocates of restriction, Azs home. 
Women employed in factories are the only women in the labouring rank 
of life whose position 1s not that of slaves and drudges ; precisely because 
they cannot easily be compelled to work and earn wages in factories 
against their will. For improving the condition of women, it should, on 
the contrary, be an object to give them the 1eadiest access to independent 
industrial employment, instead of closing, either entirely or partially, that 
which 1s already open to them. e 

§ ro. A second exception to the doctrine that individuals are the best 
judges of their own interest, is when an indivigual attempts to judge 
irrevocably now, what will be best for his interest at some future and 
distant time. The presumptidn in favour of indyidual judgment is only 
legitimate, whee the judgment in grounded on actual, and especially on 
peoseflt, personal expelience ; not where it is formed antecedently to 
experience, and not suffered to be geversed even after experience has 
condemned it. When persons have bound themselves by a contract, not 
say wed to do some one thing, but to continue doing something for ever 
or for a prolonged period; without any power of 1evoking the engage- 
ment, the presumption which their perseverance in that course of conduct 
would otherwise raise in favour of its being advantageous to them, does 
not exist; and any such presumption which can be grounded on their 

- having voluntarily entered into the centract, perhaps at an early age, and 
without any real knowledge of what they undertook, is comm@nly next to 
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null. The practical maxim of leaving contracts free, is not applicable 
without great limitations in case of engagements, in perpetuity ; and the 
law should be eatremely jealous of such engagements ; should refuse its 
sanction to them, when the obligations they impose are such as the 
contracting party cannot be a competent judge of; 1f it ever does sanction 
then, it should take every possible secuiity for their being contracted with 
foresight and deliberation ; and in compensation, for fot permitting the 
parties themselves to revoke their cngagement, should grant them a 
release from it, on a sufficient cuse beg made out before an impartial 
authority. 

§ 11. The third exception which I shall notice, to the doctrine that 
government cannot manage the affaus of imdividuals as well as the 
Individuals themselves, has reference to the great class of cases in which 
the individuals can only manage the concern by delegated agency, and 
in which the so-called piiyate management 1s,1n point of fact, hardly 
better entitled to be called management by the peisons interested, than 
administration by a public officer. Whatever, if left to spontaneous 
agency, can only be done by joint-stock associations, will often be as well, 
and sometimes better done, as faras the actual work 1s concerned, by the 
state Government management 1s, indeed, prover bially Jobbing, carcless, 
and ineffective ;, but so likewise has generally been jomt-stock manage- 
ment. The directors of a jomt-stock company, it 1s tiue, are always 
sharcholders ; but also the poe of a government are invariably tax- 
payers ; and im the case of directois, no more than in that of govern- 
ments, is their proportional share of the benefits of good management, 
equal to the interest they may possibly have in mismanagement, even 
without reckoning the interest of thee ease. Tt may be objected, that the 
shareholders, in their collective character, exercise a certain control over 
the directors, and have almost always full powe. to reMove them from 
office. Practically, however, the difficulty of exercising this power 1s 
found to be so gieat, that it 1s hardly ever caxercised except in cases of 
such flagrantly unskilful, or, at Jeast, unsuccessful management, as would 
generally produce the ejyec tion fiom office of managers appointed by the 
government Against the security afforded by meetings of shareholders, 
and by their individual inspection and inquines, may be placed the greater 
publicity and more active discussion and comment, to be eapected in free 
countries with regard to affairs in which the general government takes 
part. The defects, therefore, of goveinment management, do not seem 
to be necessarily much greater, if necessarily greater at all, than those of 
management by joint-stock 

The true reasons in 1avour of leaving to voluntary associations all such 
things as they are competent to pei form, would exist in equal strength if 
it were certain that the work itself would be as well or better done by 
public officers. These reasons have been already pointed: onty. the 
mischief of ovetloading the chief functionaries of ‘sovernment with 
demands on their attention, and diverting them fiom duties which they 
alone can discharge, to objects which can be sufficiently well attained 
without them ; the danger of unnccessauily sv elling the direct power and 
indirect influence of government, and multiplying occasions of collision 
between its agents and private citizens ; and the still greateinexpediency 
of concentrating in a dominant bureaucracy, all the skill and experience 
in the management of large imterests, and all the power of organized 
action, exis‘ing in the community ; 4 practice which keeps the citizens in 
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a relation to the government like that of children to their guardians, and 
is a main cause of the inferior capacity for political life which has hitherto 
characterized the over-governed countries of the Continent, whether with 
or without the forms of representative government.* 

But although, for’these reasons, most things which are hkely to be even 
tolerably done by voluntary associationg, should, generally speaking, be 
left to them ; it does not follow that the manner in which those associa- 
tions perform thefr work shoyld be entirely uncontrolled by the gov€rn- 
ment. There are many cases in which the agency, of whatever nature, 
by which a service is performed, is certain, from the nature of the case, to 
be virtually single ; in which a practical monopoly, with all the power it 
confers of taxing the community, cannot be pievented from existing. I 
have already more than once adverted to the case of the gas and water 
companies, among which, though perfect freedom 1s allowed to competi- 
tion, none really takes place, and practically they are found to be even 
more irresponsible, and unapproachable by individual complaints, than 
the government. There are the expenses without the advantages of 
plurality of agency ; and the charge made for services which cannot be 
dispensed with, is, in substance, quite as much compulsory taxation as 
if imposed by law . there are few householders who make any distinction 
between their ‘water rate’ and their other local taxes. In the case of 
these particular seivices, the reasons preponderate 1p fafour of their 
being performed, like the paving and cleansing of thé streets, not certainly 
by the general government of the stgte, but by the municipal authorities 
of the town, and the expense defrayed, as even now it in fact 1s, bya 
local rate. But in the many analogous cases ae it 1s best to resign to 
voluntary agency, the community nceds some other security for the fit 
performance of the service than the interest of the managers ; and it Is 
the part_of government, eithe: to subject the business to reasonable con- 
ditions for the Seneraleadvantage, o1 to 1etain such power over it, that the 
profits of th® monopoly may at least be obtamed for the public. This 
applies to the case of a road, a canal, or a railway. ‘These are always, in 
a great degree, Practical monopolies ; and a government which concedes 
such monopoly unreservedly to a private company, does much the same 
thing as if it allowed an individual or an association to Jevy any tax they 
chose, for their own benefit, on all the malt produced in the country, or 
on all the cotton imported into it. To make the concession for a limited 
time is generally justifiable, on the principle which justifies patents for 
inventions : but the state should either 1egerve to itself a reversionary 
property 19 such public works, or should retain, and freely exercise, the 
right of fixing a maximum of fares and charges, and, fiom time to time, 


e 
* A parallel case may he found in the distaste for politics, and absence of public 
spirit, by which women, as a class, are characterized gn the present state of society, 
and which 1s often felt and complamed of by political reformers, without, in 
“yenéral, making them willing to recognise, or desirous to remove, its cause. It 
obviously arises from their being taugyt, both by institutions and by the whole of 
their education, to regard themsclves as entirely apart from politics. Wherever 
they have been politicians, they have shown as great interest in the subject, and « 
as great aptitude for it, according to the spirit of their time, as the men with whom 
they were cotemporaries ; in that period of history (for example) in which Isabella 
of Castile an@ Elizabeth of England were, not :are exceptions, but merely brilliant 
examples of a spiriteand capacity very largely diffused among women of high 
station and cultivation in Europe, 
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varying that maximum. It is perhaps necessary to remark, that the 
state may be the proprietor of canals or railways without itself working 
them ; and that they will almost always be better worked by means of 
a company, renting the railway or canal for a hmited period from the 
state. 

§ 12, To a fourth case of exception I must request particular. attention, 
it being one to which, as it appears to me, the attention of political 
ecofiumists has not yet been sufficiently drawn. There are matters in 
which the interference of law is required, not to overrule the judgment 
of individuals respecting their own interest, but to give effect to that 
judgment ; they being unable to give effect to it except by concert, which 
concert again cannot be effectual unless it receives validity and sanction 
from the law. For illustration, and without preyudging the particular 

oint, I may advert to¢he question of diminishing the hours of labour. 
et us suppose, what is at least supposable, whether it be the fact or not 
-~that a general reduction of the hours of factory labour from twelve to 
ten, would be for the advantage of the workpeople: that they would receive 
as high wages, or nearly as high, for ten hours’ Jabour as they receive for 
twelve. If this would be the result, and if the operatives generally are 
convinced that it would, the hmuitation, some may say, will be adopted 
spontaneously, and there cannot be any need for enforcing it by a legal 
prohibition. ¢ I answer, that it will not be adopted unless the body of 
operatives bind‘themselves to one another to abide by it. A workman 
who refused to work more than ten hours while there were others who 
worked twelve, would either not be employed at all, or if employed, must 
submit to lose one-sixth of his wages However convinced, therefore, he 
may be that#t is the interest of the class to work short time, it 1s contrary 
to his own igterest to sct the example,-unless he is well assuied that all or 
most othergwvill follow it. J3ut suppose a general agieement of the whole 
class: mig&t not this be effectual without the sanction of the law? Not 
unless enf@rced by opinion with a rigour practically equal to that of law. 
For howeggr beneficial the observance of the regulation might be to the 
class coll@tively, the immediate interest of every individual would lie in 
violating # : and the more numerous those were who adhered to the rule, 
the more would individuals gain by departing from it. If nearly all re- 
stricted themselves to ten hours, those who chose to work for twelve would 
ain all the advantage of the restriction, together with the profit of in- 
ringing it; they would get twelve hours’ wayes for ten hours’ work, and 
two hours’ wages besides. I grant that if a large majority adhered to the 
ten hours, there would be no harm done. the benefit would be, in the 
main, secured to the class, while those individuals who preferred to work 
harder and earn more, would have an opportunity of doing so. This 
certainly would be the state of things to be,wished for; and assuming 
that a reduction of hours- without any diminution of wages could take 
ace without expelling the commodity from some of its markets-—wbich, 
is in every particular instance a question of fact, not of principle—the 
manner in which it would be most desirable that this efiect should be 
brought about, would be by a quiet change in the general custom of the 
trade; short hours becoming, by spontaneous. choice, the general 
ctice, but those who chose to deviate from it having the fullest 
iberty to doso. Probably, however, so many would prefer: the twelve 
hours’ work on the improved terms, that the limitatior. could not be main- 
tained as a general practice : what some did from choice, others would 
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soon be obliged to do from necessity, and those who h-d chosen lon 
hours for the sake of increased wages, would be forced in the end to wor 
long hours for no greater wages than before. Assuming, then, that it really 
would be the interest of each to work only ten hours if he could be 
assured that all others would do the same, there might be no means of 
their attaining this object but by c@gnverting their supposed mutual 
agreement into an engagement under penalty, by consenting to have it 
enforced by law. I dognot mean to express an opinion in favour of su€h an 
enactment, but it serves to exemplify the manner in which classes of persons 
may need the assistafice of law, to give effect to their deliberate collective 
opinion of their own interest, by aflording to every individual a guarantee 
that his competitors wiil pursue the same course, without which he cannot 
safely adopt it himself. 

Another exemplification of the same principle, and one of great practical 
moment, 1s afforded by what 1s known as the Wakefield system of 
colonization. This system 1s grounded on the important pmnciple, that 
the degree of pioductiveness of land and labour depends on their being 
in a due proportion to one another; that 1f a few persons, in a newly- 
settled country, attempt to occupy and appropriate a large district, or if 
each labourer becomes too soon an occupier and cultivator of land, there 
is a loss of productive power, and a great retardation of the progress of 
the colony in wealth and civilization: that nevertheless the instinct (if 
such it may be called) of appropriation, and the feelings associated in old 
countries with lande alco 4 indyce almost every emigrant to 
take possession of as much land as he has the means of acquiring, and 
every labourer to become at once a proprietor, gultivating his own land 
with no other aid than, that of his family. If this propensity to the 
immediate possession’ of land cofild be in some degrec restrained, and 
each labourer induced to work a cestain number of years on hire before 
he became a landed froprietor, a perpetual stock of hned labourers could 
be maintathed, available for®roads, canals, works of irngation, etc., and 
for the establishment apd carrying on of the different branches of town 
industry ; whefeby the labourer, when he did at last become a landed 
proprietor, would find his land much more valuable, through access to 
markets, and facility of obtaining hired labour. Mr. Wakefield therefore 
proposed to check the premature occupation of land, and dispersion of 
the people, by putting upon all unappropnated lands a rather high price, 
the proceeds of which were to be expended in conveying emigrant 
labourers from the mother country. e 

This salutary provision however has been objected to, in the name and 
on the authority of what was represented as the great principle of political 
economy, that individuals are the best judges of their own interest. It 
was said, that when things are left to themselves, land is appropriated 
and occupied by the spontaneous choice of ihdividuals, in the quantities 

-s and at the times most advantageous to each person, and therefore to the 
community géherally ; and that to interpose artificial obstacles to their 
obtaining land, is to prevent thefn from adopting the course which ‘in 
their own judgment is most beneficial to them, from a self-conceited notiow 
of the legisla‘or, that he knows what is most for their interest, better than 
they do themselves. N_ w this is a complete misunderst.nding, . ither of 
the system itself, or of the prince ple with which it is al'eged to confi ct, 
The oversight 1s stp lar to that which we have just scen exemplificd on 
the subject of h:urs of labour. Glowever beneficial it might be to-the 
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colony in the aggregate, and to each individual composing it, that no one 
should occupy more land than he can propeily cultivate, nor become a 
roprietor until there are other labourers rcady to take his place in work- 
ing for hire ; it can never be the interest of an individual to exercise this 
forbearance, unless he is assured that others will do so too. Surrounded 
by settlers who have each their thousand acies, how 1s he benefited by 
réstricting himself to fifty ? or what does a laboarer gain by deferring the 
acquisition altogether for a few years, if all other labouw.ers rush to con- 
vert their first carnings into estates in the widerness, several miles apart 
from one another? If they, by seizing on Iand, picyent the formation of 
a class of laboureis for wages, he will not, by postponing the time of his 
becoming a proprictor, be enabled to employ the Jand with any greater 
advantage when he docs obtain it ; to what end therefore should he place 
himself in what will appear to him and others a position of infenority, by 
remaining a hired labourer when all around him aie proprietors? It 1s 
the interest of cach to do what 1s good for all, but only if others will do 
likewise. 

The principle that each 1s the best judge of his own interest, understood 
as these objectors understand it, would prove that governments ought not 
to fulfil any of their acknowledyed duties—ought not, 1n fact, to exist at 
all. It is greatly the interest of the community, collectively and individu- 
ally, not to reb or defiaud one another. but there 1s not theless necessity 
for laws to punish‘robbery and fraud ; because, though 1t is the interest of 
each that nobody should 1ob or cheat, it 1s not any one’s interest to refiam 
from robbing and cheating others when all others are permitted to 10b 
and cheat him. Venal laws exist at all, chiefly for this reason, because 
even a unanimous opimon that a certain line of conduct is for the 
general interest, does not make it people’s individual inteiest to adhere 
to that line of conduct. 

§ 13. Fifthly ; the argument against government interference, g.ounded 
on the maxim that individuals are the bestyudges of their oxn interest, 
cannot apply to the very large class of cases in which those acts of indi- 
viduals over which the government claims contrel, are nat done by those 
individuals for thetr own interest, but for the interest of other people. 
This includes, among other things, the important and much agitated 
subject of public chauity. “Though individuals should, in general, be left 
to do for themselves whatever it can 1easonably be expected that they 
should be capable of doing, yet when they are at any rate not to be left to 
themselves, but to be helped by other people, the question arises whether 
it is better that they should receive tlus help eaclusively from individuals, 
and therefore uncertainly and casually, or by systematic arrangements, in 
which society acts through its organ, the state. 

This brings us to the subject of Poor Laws ; a subject which would be 
of very minor importancewif the habits of all classes of the people were 
temperate and prudent, and the diffusion of property satisfactory.; but of 
the greatest moment in a state of things so much the reverse of this, in’ 
both points, as that which the Buitish islands present. 

e Apart from any metaphysical considerations respecting the foundation 
of morals or of the sociai ‘inion, it will be admitted to be right that human 
beings should help one another ; and the more so, in proportion to the 
urgency of the need: and ‘hone needs help so uigently as one who is 
starving. The claim to help, therefore, created by destitution, is one of 
the strongest which can exist; and there 1s Jrémd facie the amplest 
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reason for making the relief of so extreme an exigency as certain to those 
who require it, as by any arrangements of society it can be made. 

On the other hand, in all cases of helping, there are two sets of conse- 
quences to be considered 5 the consequences of the assistance itself, and 
the consequences of selying on the assistance. The former are generally 
beneficial, but the latter, for the most part, injurious ; so much so, in 
many cases,°as greatly to oujweigh the value of the benefit. And this 1s 
never more hkely tg happen than 1n the very cases where the need of help 
is the most intense. These aregew thangs for which it 1s more mischievdts 
that people should reJy on the habitual aid of others, than for the means 
of subsistegce, and unh&ppily there is no lesson which they more easily 
learn. The problem to be solved is therefore one of peculiar nicety as 
well as importance ; how to give the greatest amount of needful help, 
with the smallest encouragement to undue reliance on it. 

Energy and self-dependence are, however, liable to be impaired by the 
absence of help, as well as by its excess. It is even more fatal to exertion 
to have no hope of succeeding by it, than to be assured of succeeding 
without it. When the condition of any one is so disastrous that his 
energies are paralyzed by discouragement, assistance 1s a tonic, not a 
sedative : it braces instead of relaxing the active faculties : always pro- 
vided that the assistance 1s not such as to dispense with self-help, by sub- 
stituting itself for the person’s own labour, skill, and prudence, but is 
limited to affording him a better hope of attaining syicces$ by those 
legitimate means. This accordingly 1s a test to which all plans of philan- 
thropy and benevolence should be lyought, whether intended for the 
benefit of individuals or of classes, and whether conducted on the voluntary 
or on the government principle. ° 

In so far as the subject,admits of any general doctrine or maxim, it 
would appear to be thisthat if assiStance 1s given in such a manner that 
the condigion of ghe person helped 1s as desirable as that of the person 
who succeeds in doinf the same thing without help, the assistance, if 
systematic and capable of being previously calculated on, is mischievous : 
but 1f, while available to everybody, it leaves to every one a strong motive 
to do without it 1f he can, it 1s then for the most part beneficial. This 
principle, applied to a system of public charity, is that of the Poor Law of 
1834. If the condition of a person receiving rehef is made as eligible as 
that of the labourer who supports himself by his own exertions, the system 
strikes at the root of all individual industry and self-government ; and, if 
fully acted up to, would require as its supplement an organized system of 
compulsion, for governing and setting to werk hike cattle, those who had 
been removed from the influence of the motives that act on human beings 
But if, consistently with guaranteeing all persons against absolute want, 
the condition of those who are supported by legaPcharity can be kept con- 
siderably less desirable thare the condition of those who find support for 
themselves, none but beneficial consequences c4n arise from a law which 
‘ renders iP impossible for any person, except by his own choice, to die from 

insufficiency of food. That in England at least this supposition can be 
realized, is proved by the experience of a long period preceding the close 
of the last century, as well as by that of many highly pauperized districts 
in more recent times, whtch have been dispauperized by adopting strict 
rules of pogr-law administration, to the great, and permanent benefit of 
the whole labouring class. There is probably no country in which, by 
varying the means éuitably to the character of the people, a legal pro. 
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vision for the destitute might not be made compatible with the observance 
of the conditions necessary to its bein'z innocuous. 
Subject to these conditions, I conceive it to be highly desirable, that 
the certainty of subsistence should be held out by law to the destitute 
able-bodied, rather than that their relief should depend on voluntary 


charity. In the first place, charity almost always does too much or too - 


little : it lavishes its bounty in one place, and leaves people to starve in 
another. Secondly, since the state must necessarily provide subsistence 
forthe criminal poor while undergoing puaishment, not to do the same 
for the poor who have not offended is to give a prentium on crime. And 
lastly, 1f the poor are left to individual charity, a vast amount of mendicity 
is inevitable ; and to get rid of this 1s important, even as a matter of 
police. What the state may and should abandon to private charity, is the 
task of distinguishing between one case of real necessity and another. 
The state must act by general rules. It cannot undertake to discriminate 
between the deserving and the undeserving indigent. It owes no more 
than subsistence to the first, and can give no less to the last. What is 
said about the injustice of a law which has no better treatment for the 
merely unfortunate poor than for the ill conducted, 1s founded on a mis- 
conception of the province of law and public authority. ‘The dispensers 
of public relief have no business to be inquisitors. (suardians and over- 
seers are not fit to be trusted to give or withhold other people’s money 
according to ther verdict on the morality of the person soliciting it; and 
it would show much ignorance of the ways of mankind to suppose that 
such persons, even in the almost impossible case of their being qualified, 
will take the trouble of ascertaining and sifting the past conduct of a 
person in distress, so,as to form a rational judgment on it. Private 
charity can make these distinctions ; and in bestowing its own money, is 
entitled to do so according to its own judgment. It should understand 
that this 1s its peculiar and approp.iate province, and thaé it 1s commend- 
able or the contrary, as it exercises the function with morevor with less 
discernment. But the administrators of a public fund ought not to be 
required todo more for anybody, than that minimum which ts due even to 
the worst. If they are, the indulgence very speedily becomes the rule, and 
refusal the more or less capricious or tyrannical exception. 

§ 14. Another class of cases which fall within the same general prin- 
ciple as the case of public charity, are those in which the acts done by 
individuals, though intended solely for their own benefit, involve conse- 
quences extending indefinitely beyond them, to interests of the nation or 
of posterity, for which society in 1ts collective capacity is alone able, and 
alone bound, to provide. One of these cases is that of Colonization. If 
it is desirable, as no one will deny it to be, that the planting of colonies 
should be conducted, nof with an exclusive view to the private interests 
of the first founders, but with a deliberate regard to the permanent 


welfare of the nations afttrwards to anse from these small beginnings ;, 


such regard can only be secured by placing the enterprise, from its com- 
mencenient, under regulations constructed with the foresight and enlarged 
views of philosophical legislators : and the government alone has power 
either to frame such regulations, or to enforce their observance. 

The question of government intervention in ‘the woik of Colonization 
involves the future and permanent interests of civilization itself, and far 
outstretches the comparatively narrow hmits of purely economical con- 
siderations, But even with a view to those considerations alone, the 
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removal of population from the overcrowded to the unoccupied parts of 
the earth’s surface is one of those works of eminent social usefulness, 
which most require, and which at the same time best repay, the inter- 
vention of government. ° ae . 

To appreciate the*benefits of Colonization, it should be considered in its 
relation, noé to a single country, but to the collective economical interests 
of the human race, The question 1s in general treated too exclusively as 
one of distribution”; of relieving one labour-market and supplying anotleer. 
It fs this, but it 1s also a quesfion of production, and of the most efficient 
employment of the Productive resources of the world. Much has been 
said of the good economy of importing commodities from the place 
where they can be bought cheapest ; while the good economy of producing 
them where they can be produced chedpest, is comparatively little thought 
of. If to carry consumable goods from the places where they are super- 
abundant to those where they are scarce, 1s a good pecuniary speculation, 
is it not an equally good speculation to do the same thing with regard to 
labour and instruments? The exportation of labouiers and capital from 
old to new countries, from a place where their productive power is less, to 
a place where it 1s greater, increases by so much the aggregate produce of 
the labour and capital of the woild. It adds to the joint wealth of the old 
and the new country, what amounts ina short period to many times the 
mere cost of effecting the transport. There necds be no hesitation in 
affirming that Colonization, in the present state of the @orld, 1s the very 
best affair of business, in which the capital of an old and wealthy country 
can possibly engage. . 

It 1s equally obvious, however, that Colonization on a great scale can 
be undertaken, as an affair of business, only by the government, or by 
some combination of mdividuals an complete understanding with the 
government. Emigration on the volyntary principle cannot have any 
material ‘influente in kghtening the pressure of population in the old 
country, thoffgh as far as it gees it 1s doubtless a benefit to the colony. 
Those labouring persons. who voluntarily emigrate are seldom the very 
pe they are #mall farmers with some little capital, or labourers who 

ave s@ved something, and who, in removing only their own labour from 
the crowded labour-market, withdraw from the capital of the country a 
fund which maintained and employed more labourers than themselves. 
Besides, this poriton of the community 1s so limited in number, that it 
might be removed entirely, without making any sensible impression upon 
the numbers of the population, or even upon the annual increase. Any 
consideralje emigration of labour is only practicable, when its cost is de- 
frayed, or at least advanced, by others than the labourers themselves. 
Who then is to advance it? Naturally, it may be said, the capitalists of 
the colony, who require the Jabour, and who intend to employ it. But to 
this there is the obstacle, that a capitalist, aftes going to the expense of 
carrying *out labourers, has no security that he shall be the person to 
derive any benéfit from them. If all the capitalists of the colony were to 
combine, and bear the expense by*subscription, they would still have no 
security that the labourers, when there, would continue to work for 
them. After working fos a short time and earning a few pounds, they 
always, unless prevented by the government, squat on unoccupied land, 
and work oly for themselves, The experimeft has been repeatedly tried 
whether it was possjble to enforce contracts for labour, or the repayment 
of the passage-money of emigrants to those who advanced it, and the 
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trouble and expense have always exceeded the advantage. The only 
other resource is the voluntary contributions of parishes or individuals, to 
11d themselves of surplus labourers who are already, or who are likely to 
become, locally chargeable on the poor-rate. “Were this speculation to 
become genetal, it might produce a sufficient amdunt of emigration to 
clear off the existing unemployed population, but not to raise the wages 
of the unemployed : and the same thing would require to be done over 
again in less than another generation. . : 

One of the principal reasons why Colinization should be a national 
undertaking, is that in this manner alone can errigration be self-support- 
ing. The exportation of capital and labour to a new country being, as 
before observed, one of the best of all affairs of business, it is absurd that 
it should not, like other affairs of business, repay its own expenses, Of 
the great addition which it makes to the produce of the world, there can 
be no reason why a sufficient portion should not be intercepted, and 
employed in reimbursing the outlay incurred in effecting it. For reasons 
already given, no individual, or body of individuals, can remmburse them- 
selves for the expense ; the government, however, can. It can take from 
the annual increase of wealth, caused by the emigration, the fraction 
which suffices to repay with interest what the emigration has cost. The 
expenses of emigration to a colony ought to be borne by the colony ; and 
this, in general, is only possible when they are borne by the colonial 
government. - 

Of the modes in which a fund for the support of colonization can be 
raised in the colony, none 1s comparable in advantage to that which was 
first suggested, and has since been so ably and perseveringly advoc ated 
by Mr. Wakefield: the plan of putting a price on all unoccupied land, 
and devoting the proceeds to emigration. The unfounded and pedantic 
objections to this plan have been answered in a former part of this 
chapter : we have now to speak of its advantages. First, it dvoids the 
difficulties and discontents incident to reising a large annual amount by 
taxation ; a thing which it is almost useless to attempt with a scattered 
population of settlers in the wilderness, who, ‘as exper.ence proves, can 
scldom be compelled to pay direct taxes, except at a cost exceeding their 
amount ; while in an infant community Indirect taxation soon reaches its 
limit. The sale of lands is thus by far the easiest mode of raising the 
requisite funds. But it has other and still greater recommendations. It 
is a beneficial check upon the tendency of a population of colonists to 
adopt the tastes and inclinations of savage life, and to disperse so widely 
as to lose all the advantages of commerce, of markets, of separation of 
employments, and combination of labour. By making it necessary for 
those who emigrate at,the expense of the fund, to earn a considerable 
sum before they can become landed proprietors, it keeps up a perpetual 
succession of labourers for hire, who in every country are a most impor- 
tant auxiliary even to peasant proprietors : and by diminishing: the eager- 
ness of agricultural speculators to add to their doman, it keeps the 
settlers within reach of each other fcr purposes of co-operation, arranges 
a numerous body of them within easy distance of each centre of foreign 
commerce and non-agricultural mdustry, and ensures the formation and 
rapid growth of towns and town products. This concentration, compared 
with the dispersion which umformly occurs when unoccupied'land can be 
had for nothing, greatly accelerates the attainment of prosperity, and 
enlarges the fynd which may be drawn upon fof further emigration. 
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Before the adoption of the Wakefield system, the early years of all new 
colonies were full of hardship and difficulty : the last colony founded on 
the old principle, the Swan River settlement, being one of the most 
characteristic instances. “In all subsequent colonization, the Wakefield 
principle has been acfed upon, though imperfectly, the price of land being 
generally fixed too low, and a part only ofthe proceeds being devoted to 
emigration: yet wherever if has been introduced at all, as in South 
Australia, Port Philfp, an New Zealand, the restraint put upon the dis- 

rston of the settlers, and the influx of capital caused by the assurance of 
being able to obtain “hired labour, has, n spite of many difficulties and 
much mismi’nagement, pioduced a suddenness and rapidity of prosperity 
more like fable than reality. ‘The oldest of the Wakefield colonies, South 
Australia, 1s Irttle more than twelve years old ; Port Philp is still more 
recent; and they are probably at this moment the two places, in the 
known world, where labour on the one hand, and capital on the other, are 
the most highly remunerated. 

The self-supporting system of colonization, once established, would 
increase in efficiency every year; its effect would tend to increase in 
geometrical progression: for since every able-bodied emigrant, until the 
country is fully peopled, adds 1n a very short ume to its wealth, over and 
above his own consumption, as much as would defiay the expense of 
bringing out another emigrant, it follows that the greater thé number 
already sent, the greater number might continue to be sent, each emigrant 
laying the foundation of a succession of gther emigrants at short intervals 
without fresh expense, until the colony is filled up It would therefore be 
worth while, to the mother country, to accelerate the early stages of this 
progression, by loans to the colontes for the purpose of emigration, 
repayable from the fund formed by tlfe sales of land. In thus advancmg 
the means of accomplishing a large 1nmediate emigiation, 1t would be 
investing that am®unt of capital in the mode, of all others, most bene- 
ficial to the colOny ; and the labotr and savings of these emigrants would 
hasten the period at which q large sum would be available from sales of 
land. It would b® necessary, in order not to overstock the labour- 
market, te act in concert with the persons disposed to remove their own 
capital to the colony. The knowledge that a large amount of hired 
labour would be available, in so productive a ficld of employment, would 
ensure a large emigration of capital from a country, hke England, of low 
profits and rapid accumulation: and it would only be necessary not te 
send out a greater number of labourers at qne time, than this capital 
could absorb and employ at high waves. 

Inasmuch as, on this system, any given amount of expenditure, once 
incurred, would provide not merely a single emigration, but a perpetually 
flowing stream of emigrants, which would increase in breadth and depth 
as it flowed on ; this mode of relieving overpopuldtion has a recommend- 
ation, not pessessed by any other plan ever proposed, for making head 
against the conseQuences of increase without restraining the increase 
itself: there is an element of indefinifeness in it; no one can perfectly 
foresee how far its influence, as a vent for suiplus population, might 
possibly reach. Theie is hence the strongest obligation on the govern- 
ment of a country like our own, with a crowded population, and un- 
occupied conffnents under its command, to build, as it were, and keep 
open, a bridge from t&¢ mother country to those continents, by establish- 
ing the self-supporting system of cajonization on such a scale, that as 
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great an amount of emigration as the colonies can at the time accommbd« 
date, may at all times be able to take place without cost to the emigrants 
themselves. " 

§ 15. The same principle which points out colonization, and the relief 
of the indigent, as cases to which the principal obyection to government 
interference does not apply, e'.tends also to a variety of cases, in which 
ipportant public services are to be performed, while, yct there is no indi- 
vidual specially interested in performing, them, nor would any cag Cut 
remuneration naturally or spontaneously attend their performance. Take 
for instance a voyage of geographical or sciéhtific exploration. The 
information sought may be of gieat public value, yet no individual would 
derive any benefit from it which, would repay the expense of fitting out 
the expedition ; and there is no mode of intercepting the benefit on its 
way to those who profit by it, in order to levy a toll for the remuneration 
of its authors. Such voyages are, or might be, undertaken by private 
subsciiption ; but this is a 1are and precarious resource. Instances are 
more frequent in which the expense has been boine by public companies 
or philanthropic associations ; but in gencial such enteiprises have been 
conducted at the expense of government, which 1s thus enabled to entrust 
them to the persons in its judgment best qualified for the task. Again, it 
is a proper office of government to build and maintain lighthouses, estab- 
lish buoys, etc. for the security of navigation: for since it 1s impossible 
that the ships at sea which are benefited by a l'yhthouse should be made 
to pay a toll on the occas‘on ofvits use, no one would build lighthouses 
from motives of personal interest, unless indemnified and rewaided from 
a compulsory levy iaade by the state. There aic many scientific re- 
searches, of great value to a nation and to ‘nankind, requiring assiduous 
devotion of time and labour, and not unfrequently great expense, by 
persons who can obtain a high price for their services in other ways. It 
the government had no power to grant inderhnity for expense, and re- 
muncration for time and Jabou1, thus employed, such researches could 
only be undertaken by the very few persons who, wjth an independent 
fortune, unite technical knowledge, laborious habits, and either great 
public spirit, or an ardent desire of scientific celebrity.* 


* Connested with this subject is the question of providing, by means of endow- 
ments or salaries, for the maintenance of what has been called a learned class. 
The cultivation of speculative knowledge, though one of the most useful of all 
employments, is a service rendered to a community collectively, not individually, 
and one consequently for which it 1s, przw@ facte, reasonable that the community 
collectively should pay; since it gives no claur on any individuak for a pecuniary 
remuneration : and unless a provision is made for such services from some public 
fund, there is not only no encomagement to them, but there 1s as much discourage- 
ment as 1s implied in the impossibility of gairng a living by such pursuits, and 
the necessity consequentiy imposed on most of those who would be capable of 
them, to employ the greatest part of their time in gaining a subustence. The 
evil, however, is greater in appearance than in reality. The greatest things, it 
has been said, have generally been dode by those who had the least time at their 
disposal ; and the occupation of some hours every day in a routine employment 
has often been found compatible with the most brilliant achievements in literature 
and philosophy. Yet there are investigations and experiments which require not 
only a long but a continuotis devotion of time and attention: there are also occu- 
pations which so engross and fatigue the mental faculties, as to be inconsistent 
with any vigorous employment of them upon other sabyects, even in intervals of 
leisure. It is highly desirable, therefore, that there should he a mode of ensuring. 
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It may be said generally, that anything which it is desirable should be 
done for the general mterests of mahkind or of future generations, or for ' 
the present interests of those members of the community who require 
external aid, but which is mot of a nature to remunerate individuals or 
associations for underéaking it, is in itself a suitable thing to be under- 
taken by government: though, before making the woik their own, 
governments® ought always to consider if there be any rational proba- 
bility of its being done on what 1s called the voluntary principle, and %f 
s0, whether it 1s likely to I#e done in a better or more effectual manner by 
government agency than by the zeal and liberality of individuals. 

§ 16. The preceding heads comprise, to the best of my judgment, the 
whole of the exceptions to the practical maxim, that the business of 
society can be best performed by private and voluntary agency. It 1s, 
however, necessary to add, that the irtervention of government cannot 
always practically step shot at the limit which defines the cases intrin- 
sically suitable for it. In the particular cucumstances of a given age or 
nation, there is scarcely anything, really important to the general in- 
terest, which it may not be desirable, or even necessary, that the govein- 
ment should take upon itself, not because piivate individuals cannot 
effectually perform it, but because they will not. At some times and 

laces there will be no roads, docks, harbours, canals, works of irrigation, 

ospitals, schools, colleges, printing presses, unless the powernment 
establishes them; the public being either too poor to®command the 
necessary resources, or toe little advanced in intelligence to appreciate 
the ends, or not sufficiently practised in tonjoift action to be capable of 
the means. This is true, moie or less, of all countries inured to despotism, 
and particularly of those in which there is a very whle distance in civili- 
zation between the people waral the gqvernment as in those which have 
been conquered and are retained in subjection by a more energetic and 
more cultivated peeple. [n many parts of the world, the people can do 
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to the public the services of scientific discoverers, and perhaps of some other classes 
of savans, by affording them the means of support consistently with devoting a 
sufficient portion of time to their peculiar pursuits The fellowships of our 
Universities are an institution excellently adapted for such a purpose; but are 
hardly ever applied to it, being bestowed, at the best, as a reward for past pro- 
ficiency, in committing to memory what has been done by others, and not as the 
salary of future labours in the advancement of knowledge. In some countries, 
Academies of science, antiquities, history, etc., have been formed, with emoluments 
annexed. The most effectual plan, and at the same time the least liable to abuse, 
seems to be thet of confeiring Professorships, with dutics of instruction attached 
tothem. The occupation of teaching a branch of knowledge, at least in its higher 
departments, 1s a help rather than an impediment to the systematic cultivation of 
the subject itself. The duties of aepiofessorship almost always leave much time 
for original researches, and the greatest advances whicft have been made in the 
various sciences, both moral and physical, have originated with those who were 
sara teachers of them, from Aristotle and Plato to the great names of the Scotch, 

rench, and German Universities. I do sft mention the English, because their 
professorships are, as is well known, little more than nominal. In the case, too, 
of a lecturer in a great rrheaee. of education, the public at large has the means 
of judging, if not the qualhty of the teaching, at Icast the talents and industry of 
the teacher ; and it is more difficult to misemploy the*power of appointment to 
such an office, than to job in pensions and salaties to persons not so cirectly before 
_the public eye. ® 
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nothing for themselves which requires large means and combined action ; 
all such things are left undone, unless done by the state. In these cases, 
the mode in which the government can most surely demonstrate the 
sincerity with which it intends the greatest food of its subjects, is by 
doing the things which are made incumbent on it dy the helplessness of 
the public, in such a manner ag shall tend not to increase and perpetuate 
but to correct that helplessness. A good g6vernment will give all its aid 
ix, such a shape, as to encourage and nurture any rudiments it may find 
of a spirit of individual exeition. It will be assiduous in removing 
obstacles and discouragements to voluntary erteiprise, and in giving 
whatever facilities and whatever direction and guidance may be neces- 
sary; its pecuniary means will be applied, when practicable, in aid of 
private efforts rather than im supersession of them, and it will call into 
play its machinery of rewards and honours to elicit such efforts. Govern- 
ment aid, when given merely in default of private enterprise, should be so 
given as to be as far as possible a couise of education for the people in 
the art of accomplishing great objects by individual energy and voluntary 
co-operation. 

I have not thought it necessary here to insist on that part of the func- 
tions of government which all admit to be indispensable, the function of 
prohibiting and punishing such conduct on the part of individuals in the 
exercise ef their freedom, as 1s clearly injutious to other persons, whether 
the case be oune"of force, fraud, or negligence. Even in the best state 
which society has yet reached, it 1s lamentable to think how great a pro- 
portion of all the efforts arfd talents in the world are employed in merely 
neutralizing one another. It isthe proper end of government to reduce 
this wretched waste’ to the smallest possible amount, by taking such 
measures as shall cause the energies now spent by mankind in injuring 
one another, or in protecting themselves against injury, to be turned to 
the legitimate employment of the human faculties, that of coripelling the 
powers of nature to be more and more cubservient to physical and moral 
good. 


APPENDIX. 


In 1846 there appeared an elaborate treatise,* by two,authors, MM. 
Mounier and Rubichon, the latter of whom was, by his own statement, a 
public functionary for‘ien yeais preceding the French Revolution, and both 
appear to take their ideas of a wholesome tate of society from the institu- 
tions and practices of the middle ages. In this book it 1s maintained, that 
while French writers and administrators are 1n- conspiracy'to represent 
their country as making rapid strides in prosperity, tne progress of the 
morceliement is in fact reducing it to beggary. An imposing array of 
official details, adduced in apparent support of this assertion, gave a 
degree of weight to 1t which it could not-claim from any correctness 
of information or capacity of judgment shown by its authors, Their 


* De l’Agriculture en France, a apres les Documerts officiels. Par M. Le 
Mounier, avec des Remarques par M. Rubichon, Pari, 1846. 
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woik was cried up as a book of authority by the Quarterly Review,* in 
an article which excited some notice*by proclaiming, on the evidence 
produced by these writers, that ‘in a few years the Code Napoleon will be 
employed in dividing fractions of square inches of land, and deciding by 
logarithms infinitesimal gnheritances. As such representations ought not 
to be without a peimanent answer, I think it worth while to subyoin the 
substance of thee aiticles in the Alorning Chronicle, containing as com- 
plete a refutation of these writers and of their reviewer, partly from their 
own materials, as appears tobe eigher meiited or required. 


® 
Substance (with omission$ and corrections) of three articles in the 
Morning Chronicle of 11th, 13th, and 16th January, 1847, in reply 
to MM. Moumeer and Rubichon, and ta the Quarterly Review, on the 
Subdivision of Landed Property in France. 


L 


THE reviewer makes an extraordinary slip at the threshold of hjs subject, 
in estimating the extent to which the sorccllement has actually proceeded. 
He finds it stated, that among nearly five millions and a half of landed 
proprietors, there are 2,600,000 the revenue of whose land, as rated to the 
land-tax, does not exceed forty shillings, which sum, he very candidly says, 
should rather be sixty, as the 1ated value 1s very much lower than 4he real 
value. On this he exclaims, ‘There already exist in Frante millions of 
examples that a propricfafve may be poorer than a peasant. . ‘ 
2,600,000 families, comprising 13,000,008 perséns, of each of which 
families the rated income doves not exceed forty shillings, but say sixty 
shillings sterling, for the maintenance of five persohs—and these are 
proprietors! The poorest day*labourcrewould earn four times as much. 
He seems actually to suppose that these small proprietors, like great 
landlords, hivé only tpon the vent of their fand, forgetting that they have 
its whole produce. lle might have known from the very documents he 
has quoted, and might have guessed 1f he had not known, that the forty 
shillings at which the land is*rated in the collector's books are not the 
gross produce of the little estate, but its ze¢ produce ; the surplus beyond 
the expenses of cultivation : which expenses include the subsistence of the 
cultivators, together with interest on the capital. The reviewer himself 
shows that the rated vezenwe of all the landed property of France is about 
4 per cent. of its rated va/ve, and does not therefore much exceed a 
reasonable rent. A writer who can mistake this for the whole income of 
a peasant cultivating his own land, gives the meAsure of his competency 
for the subyect, and of the degree of attention he has paid to it. 

We will now attempt to discover, from the 1eviewews data and those of 
his authors, what may really he the condition of these 2,600,000 pro- 
prietors. As the French Goveinment estimates theeland tax at one-tenth 
of the revenug of the land, families rated at 2/ (or 50 francs) pay, it is 
to be presumed, fivedrancs. The average of the contribution fonctére for 
all France is 24 francs per hectaie, and 4n the southern half of the king- 
dom, which is the most divized, two francs. A hectare being about 2$ 
English acres, this gives from,five to between six and seven acres as the 
portion of land which falls to the lot of each of the reviewer's forty-shilling 
or sixty-shilling freeholders. But, it may be said, this is not the average 


*e* For December, 1846. 
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but the saximum of their possessions. We will therefore take anothée. 
estimate, grounded on official doctiments, from the reviewer's authoritiéy,: 
MM. Mounier and*Rubichon ‘It 1s hardly credible,” they say, ‘t 
there are in France more than four millions of proprietors so poor, that’ 
they pay no more than sf. 95c.’ (say 6f.) ‘to the contribution fonciere? 
In this case the §f. 95c are certainly the average. Six francs of land-tax. 
corresponds to six acres per family on che average of all France, and 
to seven and a half on that of the southern divisien, which contains the’ 
greatest proportion of small proprietas. At still more favourable result 
is given by the calculations of M. Lullin de Chdxeauvieux, a much better 
authority than these autho1s, who estimates the average holdings of the 
3,900,000 poorest pioprietors at eight acres and ahalf. Now, take any 
one of these computations inva fertile country like France, suppose as 
bad an agriculture as exists anywhere in Westein Europe, and then judge 
whether a single family, industrious and economical as the French of the 
poorer classes are, and enjoying the entue picduce of from five to eight 
and a half acres, sulyect to a payment of only tenpence an acre to the 

Government, can be otheiwise than na very desirable condition? We 
do not forget that the land 1s sometimes mortgaged for part of the 

urchase money, and the reviewer makes a great c1y about the tremendous 
incumbrances by which the land of France 1s weighed down ; not amount- 
ing, hqwever, on his own showing, to forty per cent. on the rental, which 
we should th.nk 1s as favourable a return as could be made by any landed 
aristocracy in Europe. The interest on the'mortgages of all France is 
estimated at twenty-fouw. muillfons sterling for one hundred and fourteen 
millions of acres—less than five shillings per acre. The owner of from 
five to eight acres could afford to pay double this amount, and be very 
well off. é a 

We are awaie that this is an average, and that four millions of pro- 
perties averaging, according “to M. de Chateauvieux, eigin acres and a 
half, imply a great number of proprietors who have less. But there must 
be a proportional (though not an equal) number who have more; and it 
must not be supposed that this statement includes the large properties, 
one of which would be enough to keep up the average against a hundred 
extremely small ones. No properties are included which pay so much ag 
twenty francs land-tax, corresponding on the average of France to twenty 
acres—on that of the south to twenty five. When it 1s considered that 
of the whole soil of France much less than half 1s in the hands of peasant 

roprietors, and that this half 1s not more subdivided than we now see, 
it will probably be thotght that hitherto, at least, the mischiefs of sub: 
division have not reached a very formidable height. . 

But it is not what France now 1s, so much as what she is becoming, that 
is the material point. Is the morcel/ement increasing, or likely to increase? 
The apologists of the French system have never denied that the land “in 
many parts of France is too minutely divided. What they deny is, that 
it is a growing evil. They assert that the subdivgion has reached its 
height, and that the reumons, by purchase, marriage, and inheritance, 
now balance the subdivisions. How stands the fact in this respect? Are 
the small properties tending to become sti|l smaller, or not? The reader 
will be surprised when he finds that, with all their straining, M. Rubichos: 
and his reviewer have failed of proving that the morezllement, in thig 
sense of the term, is making any progress at all... ‘ 

The reviewer has a curious theory on the subject. He thinks that ‘on: 
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the calculated average of three children to each inhenitance,’ the piece of 
land now held by one proprietor must #ecessarely be divided among three 
in the next generation, and ~mong nine in that which follows. Under 
what system of landed property could a population increase at this rate, 
and not be reduced tostarvation? Butisita fact that population 15 azywhere 
trebled in the sjsace of a gencratjon? We hase here blunder within blunder 
of a very complicated desriiption. In the first place, he should not have 
said three children to owe inherttagce, but to “wo inheritances ; for as the 
French law in questions of property observes that impartial justice between 
the two sexes in which ofher Jaws are so often deficient, the mother’s 
patrimony is on an average equal to that of the father. In the next 
place, could not the reviewer have taken jhe trouble to ascertain at what 
rate,the French population 1s actually increasing? 1f he had, he would 
have found that in the 27 years from 1815 to 1842 1t only increased 18 
per cent., and during that period with progressivcly incieasing slowness, 
namely, in the first eleven years 9 per cent, in the next nine years less 
than 6 per cent., and in the seven years from 1835 to 1842, 3 I-Ioth per 
cent. only.* This retardation we must take the hberty of attributing 
mainly to the prudence and forethought generated in the poorest class 
by this very subdivision of property. 

Instead, therefore, of trebling im a generation, the population increases 
in that period about 20 per cent. ;f and if the growth of tgwas, and of em- 
ployments not aguicultural, in the same space of time, Is sufficient to absorb 
this mnciease, there nceds not be, and willaot be even if the law does its 
worst, any increase of subdivision. Now, the towns of Iiance have 
increased, and are incteasing, at a rate far eacceding the general increase 
of the population. We read ovly the other day im the Széc/e, as the result 
of the census just concluded, that Pans, which in 1832 had only 930,000 
inhabitants, kas now more than 1,350,c00fan increase of nearly fifty per 
cent. in fourtecngyears. ‘I‘heic 1s every reason then to infer, fiom these 

eneral data, that the morce//emen?is makme no plogress. 

What facts have J. Rubichon and the Quarterly reviewer to oppose to 
these? One fact; which at first sight appears a very strong one. 
Between 1826 and 1835, the number of properties rated to the land-tax 
exhibited an increase of more than €00,000; being about six per cent. in 
ten years. Let us first remark, that Goo,ocoo separate assessments aie 
equivalent only to about 300,.00 proprictors; it bemg the common 
estimate of French writers, that on the average about two cdfes fonceer es, 
or separate accounts with the Jand tax, correspend only to a single pro- 
prietor. But if the reviewer had consulted his author just ten pages 
further on,f he would have found a cause sufficient to account for a con- 
siderable portion of this increase. ‘There were sold betwecn 1826 and 
1835 domains of the state, to thé value of nearly 1 34 millions of francs, or 
five and a-half millions sterling. ‘The very nature of such a sale implics 
division. And we age the more inclined to ascribe much of the apparent 


* These facts are taken from M. Passy. §n page 203 of the present work, from 
m more complete comparison, which imcludes the results of the last census, the 
increase of population has been shown to be even slower than is here represented. 
- * Even this is a considerable overstatement. The census of 1806 showed a 
-population of 29,407,425. In 1846, according to the census of that year, it had 
re) 2, increased to 35,409,486, being an incivase of little more than 214 per cents 
orty years. The longesteterm ever assigned to a generation is thirty years, 
t Mounier and Rubichon, vol. i. p. 110. . 
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increase of division to this circumstance, because in the ten years preced- 
ing those in question, the cé¢es_ fonciéres increased in number by little more 
than 200,000; an alarming proof, according. to the reviewer, of the pro- 
gressive advance of the evil; but, as we suspect. arising partly from the 
fact, that during the earlier decennial period a smaller, though still a cori= 
siderable, amount of public domains were-alienated. " 
.. In addition to the state lands, a great extent of communal lands were 
ikewise alienated during the same penoad : aad it is futher necessary to 
subtract all the additions made to the number of <é¢es fonciéres by the ex- 
tension of building, and by the natural subdivision of town property 
during ten years. All these items must be accurately estimated and 
deducted, before it can be affirmed with certainty that in the rural districts 
there was during those years any increased division of landed property at 
all. And even if there was, increased advzsion does not necessarily imply 
increased suzé-division, Large estates may have been, and we believe 
were, in many instances, divided, but the division may have stopped there. 
We know of no reason for supposing that small properties were divided 
into others still smaller, or that the average size of the possessions of 
peasant families was at all diminished, 

It so happens that facts exist, more specific and more expressly to the 
point than any of M. Rubichon’s. A new cadasére, or survey and valuation 
of lands, ha~ heen in progress for some years past. In thirty-seven 
cantons, taken indiscriminately through France, the operation has been 
completed ; in twenty-on2 it is rearly complete. In the thirty-seven the cé¢es 
Jonctéres, which were 154,266 at the last cadasére (in 1809 and 1810), have 
only increased byc,or11, being less than 18 per cent in considerably more 
than thirty years, while in many of the cantons they have considerably 
diminished. From this increasc is to be subtracted all which is due to 
the progress of building during the period, as wall as to the sale of 
public and communal lands. In the other twenty-one centons the number 
of cétes foncedres 1s not yet pubhshed, but the number of parcelles, or 
separate bits of land, has azwzvn7shed in the same period ; and among 
those districts is included the greater part of the dan/zcwe of Paris, one of 
the most minutely divided distncts in France, in which the sorcellement 
has actually diminished by no less than 16 per cent. The details may be 
found yn M. Passy’s little work, ‘Des Systtmes de Culture.” So much 
for the ternble progress of subdivision. 

We cannot leave this part of the subject without noticing one of the 
most signal instances Which the reviewer has exhibited of his incom- 
petency for the subject he treats of. He laments over the extraordinary 
number of sales of landed property which he says the law of inheritance 
constantly occasions ; and indeed the sales of land are shown to haye 
amounted in ten years to no less than one-fourth part of the whole 
territorial property of France. Now, whatever else this extraordinary 
amount of sale and purchase may prove, the wholc of it 1s one gigantic 
argument against the reviewer's case ; for every sale of land which is 
caused by the law of inheritance must be a sale for the express purpose of 

reventing subdivision. If land, sold in consequence of an inheritance, 
is nevertheless subdivided, this cannot be an effect of the law of inherit- 
ance ; it would only prove that land sells for a higher price when sold in 
small portions : that is, in other words, that the poor, and even, as the 
reviewer would have us believe, the very poor, are able to outbid the rich 
in the land market, This certainly does not prove that the very poor of 


France are so very poor as these wrigers try to make out, while it does 
prove that, if so, they must be by far the most industrious and economical 
people on the face of the earth, for which some credit ought surely to be 
given to the system of peasaht properties. 
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We have shown th&t the four millions of landowners in France who cat 
be re€koned among peasant prdprietors, those whose holdings fall short 
of twenty acres, are cSmputed by one of the best living authorities to 
possess on tlfe average eight and a half English acres each, and that from 
no authentic documents can the average be brought much below that 
‘amount; a fact wholly incompatible With their being in the state 
approaching to starvation mm which M. Rubichon and his reviewer would 
represent them. It is equally certain that if there 1s bad agniculture on 
these small estates, it 1s from some other cause than their smallness. 
Farms of this size are consistent with agriculture equal to any on the face 
of the earth. 

We shall now, however, touch upon another kind of szorcellement, which 
does amount to a serious inconvenience, and wherever it exists must 
have a strong tendency to keep aguiculture in a low state. This is, the 
subdivision, not of the land of the country among many proprietors, but 
of the land of each proprietor into many detached pieces, 6r arcelles, as 
they are technically designated This mconvemence has been ex- 

rienced in other countries besides France, a& in the canton of Zurich, 
in the Palatinate, and (as respects holdings, though not properties) in 
Ireland. In France it is carried to so great an exctss, that the number 
of parcelles 1s ten times the fumber ef céfes foncicres, and as there are 
supposed to be twice as many céfes Joncigres as propnetors, the curious 
fact 1s discl8scd, tlfat on the average of Fiance the estate of every land- 
ownel consists 6f twenty flagmenés in twenty different places. The con- 
sequences arc a subject of general and increasing complaint. Great loss 
of time and labour $ waste of cultivable soil in boundanes and paths ; the 
inaccessibality of many farcel/cs without trespassing on other properties ; 
endless disputes and frequent litigation—are enumerated among the 
evils; and it 1s evident what obstacles the small size and dispersed 
position of the Aarce//es, and their intermixture with those of other pro- 
prietors, must oppose to many kinds of agricultural improvement. 

For a considerable portion of this evil the French law of inheritance 
may fairly be held responsible. A certain amount of it is inevitable 
wherever landed properties are undergoing a double process of division 
and recomposition: marnages, for example, must in general bring 
together portions of land not aglacent. But if parents had the power of 
bequest, the owner of twenty farce//es, even if he adhered to the spirit of 
the law of equal division, would give some of the portions entire to one 
child, and others te another. The law, on the contrary, must divide with 
exact equality ; and as it 1s generally impossible to adjust the value of 
patches of unequal fertility, vineyards, meadows, arable, etc, so as to 
satisfy everybody, it continuajly happens, especially in the more backward 
parts of France, that when the settlement 1s made by division instead of 
sale, each coSheir insists on taking a share of every farcelle instead 
of the whole of some Jarcelles; from whence, no doubt, the amazing 
multiplication of these little patches in many parts of France. 
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This evil, while it would not exist to any very material extent excépt 
under the peculiar French law of inheritance, is not inevitable eveit" 
under that law. The enormous extent of sa'es of Jand, amounting in tet 
years to a fourth part of the landed property of France, is a clear prook 
that in geneial the adjustment of inheritances is not effected by @& 
subdivision of the land, bat by sale; owhich, it needs scarcely be 
remarked, does not necessanly imply paiting with«the land, there being 
‘nothing to hinder the heirs themselves fron’ becoming the purchasers; 
We have no doubt it would be found that this 1atwonal mode of executing 
the law is tending more and more to become universal. To kasten the un- 
doing of the miscInef which has been alicady done, the Government has 
been often uiged (in some instances by Councils-General of Departments) 
to propose a law authonzing the consolidation of landed properties by a 
general valuation and exchange of allotments, im every commune in which 
the majority of the proprietors may apply for it; and unless:the evil 
is seen to be coriecting itself by a spontaneous process, nothing, we 
should think, can long prevent the adoption of so salutary an expedient. 

That French agriculture, and the condition of the peasant population, 
are injuriously affected by this soit of sorccllement, 1s so far true, that it 
must considerably rctaid the improvement which might otherwise be 
expected, and which, in spite of all hindrances, does even now, to a great 
extent, ‘take ,nlace. Moie than this we cannot admit. There are 
conclusive proofs of great and 1apid improvement in some parts of 
Fiance, and M. Rubichon and 4s 1eviewer have no evidence whatever of 
retrogression in any. 

They produce tales of the average amount of different kinds of food 
consumed by the population; also tables of the number of cattle, 
the amount of produce per hectare of the different kinds of cultivation, 
etc, calculated fiom the officiai documents. ‘These estimates, assuming 
their conectness (which, so far as that quality 1s attainable, we generally 
see no icason to discredit), are indicative, doubtiess, of a low and back- 
ward state. But statistics are only evidence of the present. Where are 
the statistics of the past? That the agriculture of a great part of France 
1s rude and impcrfect 1s known to all Europe ; but that it ever was better, 
is an assertion opposed to all evidence, and we shall not take M. 
Rubichon’s word for it, no more than for the notion that the food and 
general condition of the mass of the people has been deteriorating from 
the time of Louis XIV ,* if not carlier, At this last proposition we can- 
not repress our wonder. “In the 1eign of Louis X1V., Marshal Vauban, a 
great authority with all who aie themselves authorities, and even with M. 


* It did deteriorate fa the early part of the reign of Louis XIV., not because the 
peasants (ought land, but because they were cempelled to se// it. ‘Au moment,’ 
says Michelet (Le Feufle, ch. 1), ‘oi: nos ministies Italiens, un Mazarin, un Emeri, 
doublaient les taxes, les nobles qui remplissaient la cour obtinrent‘aisément d’étre 
exemptes, de sorte que le fardeau double tomba d’aplomb sur les épaules des faibles 
et des pauvres, qui furent bien obligé de vendre ou donner cette terre 4 peine 
acquise, et de redevenir des mercenaires, feimiers, métayers, journaliers, .. ¢ Je 
prie et je supplie ceux qui nous font des Jos ou les appliquent, de lire le détail :de 
la funeste reaction de Mazarin et de Louis XIV. dans les pages pleines d’indigns. 
tion et de douleur ot I’a gonsignée un grand cituyen, Pesant de Boisguillebert, 
ré.mprimé recemment dans la Collection des Economistes. Puisse cette histoire 
les avertir dans un moment ou diverscs influences travaillent & envi pour arréte 
l'ceuvre capitale de la France, l'acquisation de la terre par le travailleur,’ ; 


“ 
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Rubichon, estimated that one-tenth of the population of France were 
beygars, and five of the remaining nine-tenths little above beggary. In 
the same reign, Labruytre clAimed credit for apprising the salons of Paris 
that a strange nondescript sort of animals, who might be seen in the 
fields, and werg much addicted to grubbing in the earth, were, though 
nobody would suppose it, a kinf of men. Some readers may remember 
the picture drawn by the old Marquis Mirabeau of the rural population ine 
the middle of the eighteenth ccrflury ; nor was Aithur Young’s, at the 
opening of the Revolutfon, much more favourable. Compare this with 
any authentic account, or with the testimony of any observant resident or 
-traveller, respecting their condition now. M. Rubichon’s statistics 
comprise no returns of the rate of wages.‘ We are quite willing that our 
ease should rest upon the result of an inquiry into that one point. 

As for agriculture, when it 1s recollected that, at the beginning of this 
century, in the greater part of France the culture of artificial grasses 
amight be said to be unknown, and that the course of cultivation consisted 
solely of grain crops and fallows, it will be difficult to make us believe 
that, even in the most backward parts of the country, there has not been 
a considerable improvement from so miserable a level. 

The blind zeal with which M. Rubichon presses everything into the 
service of his theory, in which he is faithfully echoed by his reviewer, 
makes them lay great stress upon the increase of roots, afid*other inferior 
kinds of culture, as a proof*that the population is sinking to an inferior 
kind of nutriment ; as if the same thing was not happening in England ; 
as if it was not a necessary condition of an improvcd rotation of crops, 
that other cultures should increase in a greater proportion than grain 


culture, and even at the expenge, in some degree, of the inferior kinds of 


rain, 
: We have afmitted, and again admit, the unsatisfactory state of cultiva- 
tion on a very great portion of theesol of France; but would it be any 
better if the estates were large? Isit any better now on the large estates ? 
When M. Rubichor and hig reviewer‘ talk of the small properties as 
‘creating aenew Ireland in France, his own pages make it known that 
the large properties, in the backward parts of France, are already an Ire- 
land, in.the very worst feature of Irish landed mismanagement, the system 
ofmiddiemen. It is a general practice, according to M. de Chateauvieux, 
with the great proprietors of the central departments, to let their Jand 
‘en bloc to a middleman, usually an attorney or anotary, who sublets it in 


gmail portions on the #cfayer system, and 1s not only, as in Ireland, the 


hardest and most grasping of landlords, but having only a temporary 


,fenure, and being no agriculturist, of course expends nothing in improve- 


ments. Of fifty-seven millions of acres cultivated by tenants, twenty-one 
millions only are held by farmers at fixed rents, andethirty-six millions on 


‘the m#éfayer tegure ; which in France implies all the defects with very few 


of the advantages of proprietary cultivation ; the only exceptions being 
La Vendée and a few of the adjomime departments, where the large 
proprietors are resident, a primitive relationship subsists between them 
and their tenants, and the m¢éayers have in general, as in Tuscany, a: 
virtual fixity of tenure. We do not believe it will be found in any part of 
France that the small properties are under a bad agriculture, and the 

properties under a good one. They are both bad, or both good. 
‘Where large farms exist and are well cultivated, the small properties also 
axe well managed and prosperous. : 
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And this brings us to the principal cause, both now and formerly, of the 
unimproved agriculture and scanty application of capital to the soil of 
France. This 1s, the exclusive taste of thé wealthy and middle classes 
for town life and town pursuits, combined with the general want of enter- 

rise of the French nation yith respect to industrial improvements. It 
1s truly, though epigrammatically, said by M. Rubichon, that the French- 

man, generally, knows but one way of getting nich; namely, thnft. He 
does not understand sowing money filely to reap it largely. Thts is the 
true cause why, when large properties are sold; they bring the greatest 
price by being much subdivided The peasants, thanks to the Revolution, 
to the small properties, and to their own unparalleled prudence, are able 
to purchase land, and their savings are the only part of the wealth of the 
country which takes that direction. We are often told, that it does not 
answer to capitalists to buy land at the extravagant price which the 
passion of the peasantry for land induces //cm to give, amounting often to 
forty years’ purchase. Jt does not answer to pay that price in order to 
live idly on the rent in Paris, or the large provincial towns. But if there 
was one particle of the spint of agricultural improvement in the owners 
of the moneyed wealth which is so largely increasing 1n the manufacturing 
and commercial districts, few speculations would be more profitable than 
to buy. land in many fertile and ill-cultivated parts of France, at even 
more than forty years’ purchase of its wretchedly low rental, which would 
soon be doubled or trebled by the application of capital, with oidinary 
agricultural knowledge’and enterprise If the fetrte culture 1s half as 
wasteful and unprofitable as is pretended, the profit would be proportional 
of substituting /a grande culture for it The thing would soon be done if 
the Jove of industial progress should supp'ant in the French mind the 
love of national glory, or if the dese of national glorification should take 
that direction. But with a people who dishi':e rural purstits, and in the 
pursuit of money-getting prefer the beaten ways, theré’can be no other 
farming than peasant farming. 


I. 


The cheval de bataille of M. Rubichon and his English followers against 
the petite propricté, 1s the cattle question , not without cause, since on 
this subject they have an indisputable basis of fact, however inadequate 
to sustain the superstrycture they have raised upon it. The supply of 
butcher’s-meat to some of the principal towns, especially Parts, 1s less 
copious than formerly. It has increased greatly, but 1n a less ratio than 
the population. Of the fact there 1s no doubt, since on this point there 
are trustworthy statistics of the past as,well as of the present. In 1789 
the consumption of rseat in Paris averaged 68 kilogrammes (150 Ibs.) for 
each person ; 1n 1841 1t was but 55 (121 Ibs ), and there are also complaints 
of a falling off in the quality. a 

The Quarterly reviewer treats' very cavalierly the explanation given of 
this fact by M. Cunin-Gridaine, Minister of Commerce and Agriculture. 
‘This 1s to be accounted for by the revolvtion which has taken place in 
the working classes , Pans having become the most manufacturing town 
in Europe’ Jndustrielle 1s not exactly synonymous with manufacturing, 
but let that pass. On this the1eviewer :—‘ This seems a strange explana- 
tion. The new population of Paris 1s to starve on an ounce’ (five ounces) 
‘of meat per diem. How 1s that? Pooh! says the Liberal Minister, 
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they are only manufacturers. This Solution will not be very agreeable to 
those theorists amongst us who confound the extension of manufactures 
with the welfare and comfort of the working people The more candid 
Minister of Louis Philippe asszares that a manufactuiing population must 
of necessity be worse fed than other classes.’ ‘The reviewer 1s evidently 
no (Edipus, But he might have found in ‘nother page of M. Rubichon’s 
treatise, what the Minister meant. In a town such as Paris before the 
Revelution, in which ther€ was,ecomparatively speaking, no production at 
all, but only d'stributien— the population consisting of the great landlords, 
the court and higher functionaries paid by the state, the bankers, 
financiers, government contractors, and other moneycd classes, with the 
great and small dealers and tradesmen needful for supplying these 
opulent consumers, and few labourers heyond those who cannot be want- 
ing in so large a town—all will sce that the ncher must bear an unusually 
high numerical proportion to the poorer consumers in sucha city. Suppose 
now that a Manchester or a Glasgow grows up in the place. It 1s pretty 
evident that while this would add a little to the richer class, 1t would add 
twenty times as much to the poorer. Considering now that the upper 
and middle classes in France are great consumers of animal food, while 
the poor consume very little, the ration of each poor person might in 
these circumstances increase very much, while yet the avesage con- 
sumption per head of the whole city, owing to the dimineskvd propoitional 
numbers of the richer class, might be considerably diminished. We have 
little doubt that this 1s the fact, and that*the great increase m the inferior 
kinds of animal food introduced into Pats would prove to be for the use, 
not of those who formeily used the superior kinds, Dut in a great measure 
for those who seldom obtaynéd animal food at all. 

This, however, does not explain the whole of the change which has 
taken place; for the frige of butcher’s 1feat has also risen in the Paris 
markets so materially as to be a gource of yreat privation and complaint. 
The rise may be ascribed to various causes. In the first place, ‘ France 
has till lately always been @ large importer of cattle ; and down to 1814 
they werg exempted from all duty. In that year, however, a duty of three 
francs was laid on each head of cattle imported ,” and in 1822 the duty 
“was suddenly raised to 55 francs, an increase which has well-nigh put a 
stop to the importation.’* Secondly, the ocfroz, or town custom duty, now 
so burthensome, did not exist at all in 1789, and has been largely increased 
at various periods, both in Paris and most other towns, since its first 
establishment. These causes are enough of themselves to account for a 
considerable part of the enhancement complained of. 

But if there were not these causes, there 1s cayse almost sufficient in 
the very fact of an increased and rapidly increasing population. Paris 
has added in fourteen years, between four and fiye hundred thousand to 
its inhabitapts, an increase of nearly one-half. The agriculture of a 
country must be gapidly improving indeed, 1f an imcrease like this can 
take place in a single market withoue compelling it to draw its supplies 
from a larger surface and a greater distance, and therefore at an increased 
expense. Where would Loydon have been by this time, for the supply of 
its markets, were it not for our great coasting trade, and the imvention of 
steam navigation, which conveys not only cattt but carcases from the 
extremity of Scotland, as cheaply as they can be brought from Bucking- 


* M‘Culloch’s Geographicab Dictionary, art. ‘France.’ | 
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hamshire? The cattle for the supply of Paris must travel by land, from 

distances varying fiom 50 to 150 leagues (this rests on the authority of a 

Committee of the Municipal Council of Paris’in 1841), and after so long 

a journey have either to be brought to market out of condition, or to be 

fattened in the immediate neighbourhood. Can any one,.then, be sur- 

prised that a doubled populatién cannot be'so well or so cheaply supplied 
one of half the number? ; 

To these three causes of the diminished supply of butcher's meat in the 
towns, we are not afraid to add a fourth, which,,théugh resting mainly on 
gencral considerations, we should not be wholly unable to’ support by 
positive evidence. This 1s, the increased consumption by the country 
people. They have less animal feod in proportion, to spare for the towns, 
because they 1etain more of 1t for their own use. 

On what evidence 1s it asserted that small properties imply deficiency 
of cattle, and consequent deficiency of manure? That they are not 
favourable to sheep farming seems to be admitted ; but the breeding and 
fattening of horned cattle 1s so perfectly compatible with small capital, 
that in the opmion of many Continental authottties, small farms have the 
advantage in this respect, and so gieat an advantage as to be more than 
a compensation for their inferiority in sheep’* It is argued that the 
petite propricté must diminish the number of cattle, because it Ieads to the 
breaking up of«natural pasture But when natural pasture 1s fit for the 
plough, a greater number of cattle than were'supported on the whole, 
may be supported on a wart, Ly laying it out in roots and artificial 
grasses ; and it 1s well known that on the stall-feeding system there 
is much greater preservation of manure. The question of fetrze culture, 
in relation to cattle, 1s, in fact, one and the same with the question of 
stall-feeding. ‘The two things must stand or fall together. Stall-feeding 
produces, ceteris paribus, a greater quantity of provisions, ‘but in the 
opinion of most judges a lower quality. .J¢,penence must ‘lecide. 

This brings us back to the causes assigned by the committee of the 
Paris town-councll, for the falling of in the quality of .he beef consumed 
at Paris. One is, the extraordinary increase in the consumptio.. of dairy 
produce. Milk 1s now brought from distances of thirty leagues, and 
within six or eight leagues of Paris no calves are now bred up, all 
being so!d at the earlhest moment possible. In consequence, a great part 
of the beef sold at Paris is the flesh of cows too old to be fit for producing 
milk. A second cause assigned 1s, the increase of stall-feeding. But the 
committee make an instrucuve distinction. In Normandy, which affords 
the greatest portion of the supply, the quality, they say, has deteriorated ; 
but in La Vendce, and the central provinces, the Limousin, Nivernais, 
Bourbonnais, and La Marche, ‘there is improvement in weight, in fatness, . 
and from some distiicts in number,’ allhough these countries have alse 
adopted stall-feeding ; and in this, say the committee, chere is no 
contradiction, since ‘what is a deterioration in the ».ch pasturages of 
oe is improvement in the petites herbes of the Allier and the 
Niévre.’ 

It may now be left to the reader to judge if, the case of our adversaries 
has not broken down as completely on this, their strongest point, as it has 
done on every other point of any importance. 

We cannot. close this long controversy without producing evidence of 


* See this question discussed in book ischap. 9 of the present work, pp, 110-12, 
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the extraordinary improvement, extvaordinary both in amount and in 
tapidity, which is taking place in the productiveness of the agriculture of 
some parts of France. We quote from another work by an authority 
already cited, M. Hippolite Vassy, several times a minister of Louts- 
Philippe, and well-known as one of the most influential politicians and 
publicists of France. ‘[his tract, publishel in 1841, 1s an examination of 
the changes in the agucultuial condition of the Department of the Eure 
since 1800’ The lure 1s.one of the five departments of Normandy, and 
belofgs to the region pf which M Rubichon admits the agriculture to be 
the best in France ; but only (as he contends) because the morcellement 
has not had time to produce its effects, having commenced 1n that region 
only from the Revolution, and he assigns to it accordingly no prvilege 
but that of Outis in the Odyssey, to be devomed the last. Let us now 
see the facts ‘This depaitment fortunately possesses an accurate agri- 
cultural sfatzstzgue for the year 1800, drawn up by a pr fet who took gieat 
pains to be correct in his information. M. Passys pamphlet is a com- 
parison of these returns with those collected by the I rench Government 
in 1837, 

In this inteival of thuty seven years, scarcely any new land was taken 
into cultivation, nearly all fit fer culture having been alieady occupied. 
But fallows had diminished fiom 172,000 hectares to a Iitthe more than 
80,000. The cultures which supply cattle had increased, ma muth greater 
proportion than any otheys: instead of 17 per cent of the cultivated area, 
they occupied 37 per cent. lorses hade multiplied froin 29,500 to 51,000. 
horned cattle from 51,000 to 106,000, sheep {10m 205,000 to 511,000, and 
as their food had increased in a still greater ratio, and there was impotta- 
tion besides, all kinds of liye stock were better fed, and had gained in 
size, weight, and value. “Che produce per hectare of all kinds of giam, 
and of mogt other,kinds of produce, hade considerably increased, of some 
kinds neatly doubled. ‘these changes had chiefly been efiected during « 
the second halt of the period, sothat the improvement was as plogressive 
as, on M. Rubichon’s theory, should have been the detcrivration. There 
had been no perceptible vaitation in ‘the proportion between the gramde 
and the fetite culture, nor had the division of properties at all promoted 
the division of farms On the soils where small farms are most profitable 
large properties nie rented to small tenants; wheie the reverse 1s the 
case, a single farmer often rents the lands of several pioprictois, and this 
arrangement extends itself more as the subdivision of property advances, 
The consumption of food per head of the popv'ation had largely increased 
—in the ratyo, according to M. Passy, of about 37 per cent. ; and while 
the agricultural wealth of the department had increased, according to his 
estimate, by 54 per cent, the population had only {ncreased 5 pei cent.* 

Though the Eure belongs t the most productive and thriving region 
of France, it is not the most productive or the mést thiving department. 
The Nord, Which comprises the greater pait of French Flanders, and is 
a@ country of smalf farms, maintams, accoiding to M Passy, proportionally 
to its extent, a third more cattle than’the Kure , and the average produce 
of wheat per hectare, instead of seventeen, 15 twenty hectolities, about 
twenty-two English bushels, per acre. 


‘ e 
* During tHe last quinquenmal penod, the population of this department, on 


the showsng both of the'cgnsus and of the icgister of births and deaths, has actually 
diminished, 


640 


Results almiost as satisfactory may be deduced from a stat stical account 
of a much less improved district than the Eure, the most eastern district 
of Brittany, the arrondissement of Fougéres, published in 1846, by the 
sous-préfet, M Bertin. ‘It 15 only since the peace,’ says this intelligent 
functionary, ‘that the agriculture of the arrondissement has made much 

rogress ; but from 1815 it has improved with increasing -rapidity. If 
rom 1815 to 1825 the improvement was as one, it was as three between 
1825 and 1835, and as six since that period’ , At the beginning of the 
century little wheat was cultivated, and that little so ill, that in 1809 the 
produce per hectare was estimated only at 9 diectolitres. At present 
M. Bertin estimates it at 16. The cattle, being better fed, and crossed 
with more vigorous )iceds, have increased 1n size and strength ; while in 
number, horned cattle, between 1813 and 1844, multiplied from 33,000 to 
52,000, sheep from 6,300 to 11,000, swine from 9,300 to 26,100, and horses 
from 7,400 to 11,600. New and valuable manures have been introduced, 
and have come largely mto use. The extent of meadow land has in- 
creased and 1s increasing, and great attention has of late been paid to its 
improvement. This testimony comes from an enemy of the morcelle- 
ment, who, however, states that it 1s advancing very slowly, and is not 
likely to advance much further, the co-heirs not dividing each farcelle, 
but cither distributing the Jarce//es among them, or disposing of them by 
pe of public sale. Some farmers, he says, who are also proprietors, 
ave the good Sensc to sell the few fields which belong to them, in order 
to increase their farming capital , M. Bertin 1s an enemy to stall-feeding, 
which, he says, 1s not practised in his ariondissement. The increase of 
live stock 1s therefore the more remaikable. It may not be useless to 
mention an assertion of this writer, that the official publication from 
which M_ Rubichon’s data are takea greatly understates the number of 
hoined cattle in Fiance, by the accidental omission of a column in 
summing up, by which the number 1s brought below ten millions, when 
it ought, according to M_ Bertin, to be thirteen. 

Of the food of the inhabitants he says that not long ayo it was com- 
posed almost exclusively of milk, buckwheat cakes, and rye bread, but has 
greatly improved in quantity, quality, and vanety, especially im the last 
ten years, and now consists of wheaten bread, or biead of two-thirds 
wheat and one-third rye, with butter, veyetables, and ‘in good farms’ 
about a kilogramme (or 24 Ibs ) of pork pei week for each person. Thee 
is also some consumption of other flesh-meats among the labouring 
people, and the arrondissement contains 63 butchers’ shops, where fifteen 
years ago there weie not 30, the increase not being in the towns (or 
rather town), but in the villages The clothing of the rural population is 
substantial, ‘and different for every season, which 1s always a sign of 
general comfort,’ and ‘persons in rags arr very rare in the arrpndisse- 
ment.’ 

We cannot further extend this long discussion ; but enough has been 
said to enable our readers adequately to appreciate the teriible predic- 
tions of alarmist writers respecting* the consequences of the Division of 
Landed Propeity in France. 
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